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¢ In the Record « 


Steel, Aluminum and Copper 


“The period of severe tightness in metals has begun”—so 
opens the article in this issue on the three controlled metals 
(steel, aluminum and copper). And it will continue until 
expanding supply catches up with increasing military needs. 
This may happen in the case of some steel items some time 
later this year. But heavy plate and structurals will 
probably stay on the shortage list well into 1953. 


All this seems to spell out some reduction in the number 
of automobiles that we'll be able to buy, the number of 
homes that will be built, etc. In some instances, the cut- 
backs will come because the supply of raw materials and 
the demand for them have been thrown out of balance. 
For example, it seems there is not enough aluminum and 
copper to turn out as many cars as there is steel for. 


See page 62 for “Spotlight on the Three Controlled 


Materials.” 
@ @ ® 


Facts on National Wealth 


A common conception is that our national wealth is in- 
creasing all the time—and fast. Recent figures, however, 
tend to disprove that we’re much richer, if any, than we 
were in 1928—if adjustments are made for changes over 
the years in the price level. What our wealth is in and how 
it has grown since 1896 are presented in charts and text 
on pages 54 and 55. 
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Where the Prime War Contracts Are Going 


An analysis of the list of the fifty largest prime con- 
tractors as listed by the Senate Committee on Small Busi- 
ness was presented in the September issue of The Business 
Record. Now comes along a list prepared by the Munitions 
Board of the top hundred contractors. Aside from the 
greater number included in the latter list, there are signifi- 
cant differences in the way the data were assembled. The 
Munitions Board listing is published on page 56 of this 
issue. On the two following pages are given highlights of 
the two listings and a description of the differing methods 
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employed. In one case, a company reported by the Senate 
Committee as being in twenty-second place with orders 
totaling nearly $200 million is nowhere to be found among 
the Munitions Board’s top hundred. 


What Executives Say About Productivity 


“Annual productivity increase?”—one company calls it 
a lot of “noise.” Maybe, because more than half of the 
manufacturers reporting in this month’s survey of business 
experience say their employees’ productivity hasn’t changed 
from pre-Korea levels. Some important factors that can 
change productivity, however, are presented in the survey, 
“Productivity Stands Still,” beginning on page 72. 


Some Important City and Area Changes 


A detailed breakdown of Census figures, on pages 70 and 
71, provides a basis for comparing changes in standard 
metropolitan areas from 1940 to 1950 in a dozen or more 
respects. These include population, size of the labor force, 
the occupational distribution of employed persons, median 
family income, age groups, school enrolment, the number of 
owner-occupied dwelling units and their median value. Of 
the cities under study, San Diego made the greatest per- 
centage jump in population—one of 92%. Youngstown has 
the greatest percentage of homeowners. 


Savings vs. Debts 


Much has been said recently about the propensity of 
consumers to save instead of spend. Indeed, the savings 
figure percentagewise is quite high. One point in question 
is how liquid are the savings. Another related matter is 
whether the persons who owe money are the ones with the 
liquid assets—or whether they are persons who must pay 
their debts entirely out of current earnings. A _ partial 
answer to these questions is given in the chart spread on 
pages 60 and 61. 
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Recent Income Gains Have Been in 
Government and Agriculture 

160 


GOVERNMENT 
WAGES AND SALARIES 
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ALL OTHER PERSONAL INCOME 
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1951 


1950 
Index numbers, first half, 1950=100; seasonally adjusted 


Note: ‘All Other Personal Income” consists of the nonagricul- 
tural components of the following series: Wage and salary 
receipts other than government, other labor income, proprietors’ 
and rental income, personal interest income and dividends, 
transfer payments. Government wages and salaries are affected 
in October and November, 1951, by a large retroactive wage 
payment to Federal Government civilian employees. 


Source: Department of Commerce 


periencing the stability that set in at the end 


nec has eased gently into 1952 still ex- 
of last summer. 


e@ After taking account of seasonal factors, pro- 
duction in the civilian sector declined somewhat 
during the fourth quarter—enough to more than 
offset further advances in ordnance, machinery and 
other defense-related activities. 

@ Production of lumber, coal and paperboard ran 
behind year-earlier levels throughout the quarter 
and into the new year. 

@ Factory employment showed little change in 
aggregate, although the detailed figures continued 
to document the shift of output toward defense. 

e@ While farm prices staged a more or less steady 
recovery in the fourth quarter, industrial prices were 
extraordinarily stable from October into January. 

@ The latest figures on business inventories indi- 
cate no marked changes; retail inventories were still 
going down slowly, and manufacturing inventories 
had flattened out. 


@ Manufacturers’ backlogs were also stable. 


Personal income in October jumped to well above 
the third-quarter rate—in part because of retroactive 
salary increases to government employees, and in part 
because of heavy farm marketings at somewhat im- 
proved prices. But the rate of income went down 
in November, and probably changed little in De- 


PRICES AND MARGINS 
IN TIGHT SQUEEZE 


cember. In the light of the increase in personal taxes, 
disposable income for the quarter as a whole was up 
perhaps 1% from the previous quarter’s rate, with 
most of the gain in government salaries, and the year 
ended with virtually no month-to-month trend dis- 
cernible in the figure. 

At least on the surface a stronger performance was 
turned in by retail trade. Moving generally upward 
from third-quarter levels, it achieved something like 
a normal seasonal gain in the critical Christmas season 
by virtue of a last-minute rush that made up for the 
disappointing figures of the first half of December. 

Consumer expenditures for services probably also 
advanced somewhat—largely reflecting the steady 
rise of rents. 

However, the total gain in personal consumption 
expenditures was apparently only about equal to the 
gain in disposable income, so that personal savings 
remained at or close to the third-quarter (annual) 
rate of about $22 billion. 


THEY BALANCED OUT 


It also seems probable now that the gain in con- 
sumption expenditures no more than equaled the gain 
in the cost of living. Viewed very broadly, neither 
expenditures, in real terms, nor real income showed 
any quarter-to-quarter improvement. The fourth- 
quarter increase in income was apparently dissipated 
in rising living costs rather than in an advancing 
physical volume in the civilian sector. And the failure 
of trade to advance—at manufacturing as well as 
distributing levels—has held back the generation of 
income in the private business sector (see chart on 
this page).1 

The running off of retail inventories, with its de- 
pressive effect on civilian production, also contributed 
to the stability of total business income in the second 
half of 1951. But in the last quarter of the year out- 
put was not very far from demand: inventories of 
retailers in fact declined only about 2% as compared 
with about 7% in the third quarter. As the dampen- 
ing effect of the inventory glut on production has 
waned, the restrictive effect of the price level has be- 
come more evident. . 

In fact, the rigidity of the retail price level in the 

See also Business Highlights, September, 1951. 
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second and third quarters of 1951, when output of 
civilian goods was sliding, and the strength of prices 
in the fourth quarter, when output continued gently 
downward, remains one of the more provocative as- 
pects of 1951’s history. 

In part, of course, the failure of retail prices to de- 
cline sharply with the fall of raw materials prices in 
the latter part of 1951 reflects the characteristic lag 
of finished goods prices; they rose later and slower 
than raw materials prices during the upswing of the 
cycle from June, 1950, to March, 1951. By the end 
of the first quarter of 1951 the relatively steep rise of 
raw materials prices had put considerable upward 
pressure on the slower-moving retail level. 


NO SHARP PRICE DROP 


Some part of the subsequent decline of raw ma- 
terials prices thus resulted only in a release of this 
pressure. It forestalled a further advance at retail, 
but it did not precipitate any sharp drop. Indeed, 
there are some statistical grounds for thinking that 
retail prices are still low, rather than high, relative 
to the wholesale and raw materials price levels (see 
charts, Highlights, November, 1951, page 409). 

At semifinished and finished levels, rises in wage 
costs offset declines in materials costs. And once out- 
put stopped rising, as it did for the civilian sector 
early in 1951, further rises in indirect costs and ex- 
penses were no longer being spread over a greater 
number of units, as they were in the first nine months 
after Korea. 

In any event, the cost basis of the current retail, 
semifinished and finished wholesale price levels now 
appears to be pretty well established. Certainly no 
further significant decline in these levels can be had 
at the expense of business earnings; aggregate oper- 
ating profits of manufacturing corporations show a 
sharp decline in the last three quarters of 1951, even 
on a before-tax basis. Despite the rise in the price 
level since Korea, before-tax unit profit margins of 
manufacturing corporations are no longer much above 
levels prevailing just before Korea. On average, they 
are now at about the same level as in the second 
quarter of 1950; in some industries—textiles and ap- 
parel, automobiles—they are below anything experi- 
enced in 1950. (See chart, pages 48 and 49.) 


MANUFACTURERS’ PLIGHT 


On an after-tax basis the decline in earnings and 
margins in the manufacturing sector is precipitous; 
no doubt it has been even more so for that part of 
the manufacturing sector that is tied closely to con- 
sumer markets. And despite the Herlong amendment, 
retailers’ profits have been hard hit by rising costs 
and subsiding physical volume. 

Whether or not profits taxes can properly be treated 
as costs, it remains true that profits after taxes are 
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now at levels that make it almost imperative that 
any further cost rises be reflected in prices. And 
whether or not taxes are now being passed on as 
price increases, they provide a compelling incentive 
toward such increases when other conditions permit. 
At least in some measure, recent statements of the 
Economic Stabilization Director, in which he ex- 
pressed doubts about the fairness of an “industry 
earnings standard” based on before-tax comparisons, 
recognize that compulsion. 

The profits figures thus make the point that selling 
prices are now uncomfortably close to cost of produc- 
tion. This makes it difficult to see any significant 
decline in the price level of manufactures'—even 
granting that such a decline would result in greater 
volume. 

And for a great many consumer durables industries, 
as well as for the suppliers of the construction in- 
dustry, volume is apparently headed down, not up. 
It seems possible now that further restriction of out- 

1Except where there may be a pronounced further weakening of 
materials costs. Although few now foresee any sharp decline in raw 
materials prices in 1952, the profits data do not rule out this possibil- 
ity. Relative to pre-Korea, margins of raw materials producers have 


fared much better than those of finished goods producers, although 
they too were heading down in the last half of 1951. 
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How the 1951 Squeeze on Margins of Manufacturing 
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put in certain durables lines will push unit costs up 
very substantially. If selling prices are allowed to 
reflect these costs, unit demand may fall very sharply. 

Something approaching this situation could well 
develop in the automobile industry, where dealers 
have already complained vigorously over price rises 
that have restored manufacturers’ pre-Korea margins. 
Indeed, unless OPS holds the prices of durables at 
uneconomic levels—contracting the margins of dur- 
ables makers still further—there is room for doubt 
whether 1952 will see anything like a strong sellers’ 
market. This mechanism has thus far helped to 
forestall the development of a sellers’ market in the 
automobile industry, even though the makers’ mar- 
gins have already been narrowed and even though 
output has already been cut to its 1949 rate. A rise in 
steel prices would intensify this problem—of rising 
costs in a sluggish market—for the entire durables 
sector. 


NEW COST PRESSURES AHEAD? 


The nondurables industries of the consumer sector 
may face similar difficulties. Any strong recovery in 
these industries from the lows of recent months is 
very likely to evoke new cost pressures. In general, 
materials costs in these industries—for leather, tex- 
tiles, etc.—are below ceilings. Wage rates have fallen 
behind, and the decline in hours worked has caused 
an even greater lag in weekly earnings. Unions in 
these industries are not likely to overlook an oppor- 


1The evident return of the automobile market to a replacement- 
plus-normal-growth basis has also contributed. 
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tunity to recover lost ground, particularly in view of 
the generally firm condition of the labor market ow- 
ing to rises in defense employment. It may be that 
the rebuilding of output in these industries can be 
accomplished only at the expense of rising direct costs. 

The condition of prices and costs going into the 
new year thus suggests that retail prices in general are 
rather firm at their current levels, despite low output 
in consumer industries. It also indicates that any 
sharp recovery in demand could very well precipitate 
a prompt rise for those numerous goods not now sell- 
ing at ceilings. 

And yet there is considerable evidence that the 
price level even now is hanging over the retail market 
in a way that is restricting volume. Ever since the 
second quarter of 1951 personal expenditures have 
apparently advanced only reluctantly with rises in 
living costs. Strong price resistance and a tendency 
to trade down to lower price lines have characterized 
consumer markets for almost a year, and were par- 
ticularly conspicuous at Christmas. 

And this in spite of the mammoth saving rate the 
Department of Commerce has reported for the last 
three quarters. For a large part of 1951 the picture 
of the consumer as an unhappy and conservative 
spender has run side by side with a contradictory 
picture of him as a well-fixed saver. 


A MINORITY VIEW 


When the rate of personal savings rose to 9% of 
icome in the second quarter of 1951, it was first 
assumed to be a reaction from the buying wave of 
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Various Industry Groups 
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the first quarter. For several months thereafter the 
opinion held that consumers were deliberately ex- 
panding their supply of liquid assets; that their price 
expectations had changed and they were lying in 
wait for bargains; in short, that they were entirely 
able to engage in much heavier spending if and when 
they chose. 

These assumptions led naturally to the belief that 
when consumers had had their fill of stuffing mat- 
tresses and defying economists they would return 
tractably to the market place and send retail trade 
(and civilian production) back to boom levels. Even 
now, a number of 1952 forecasts stress the fact that 
a return to a “normal” 5% savings rate is the prin- 
cipal inflationary threat ahead. 


HOW LIQUID THE SAVINGS? 


Barring a worsening of international relations, 
however, this is now a minority view. For the major- 
ity, the savings picture is now compatible with the 
spending picture. A sharp decline in the savings rate 
is no longer expected momentarily. And while there 
is no generally accepted explanation of why the rate 
is so high, the area in which the explanation is being 
sought has shifted from consumer attitudes to the 
drain on consumer savings (How much of the sav- 
ings rate found by the Department of Commerce is 
actually available to consumers in liquid form?) and 
to the distribution of savings by income and debt 
groups (Who holds the assets? Who holds the debts?). 

The consumer appears to be saving for economic 


1See charts, pages 60 and 61. A forthcoming article in The Business 
Record will analyze consumer savings, assets and debt. 
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rather than psychological reasons—more by compul- 
sion than preference. The saving rate is now viewed 
as relatively stable at its present level, at least for 
the time being. Barring further scares, the best that 
is now anticipated is a slow decline. 

These factors— 


the current and prospective pressure of costs and 
taxes on selling prices; 

the fact that in the civilian sector prices are gen- 
erally below ceilings, and some that are at ceilings 
may have to be raised; 

and the likelihood that the consumer will not 
radically alter his savings rate in the near future 


—tempered the outlook for the fourth quarter of 
1951. They are now tempering the outlook for the 
current quarter. 


A CHANGE IN THE OUTLOOK? 


And they are beginning to affect the outlook for 
all of 1952. For they suggest the possibility that 
the response of the civilian sector to the stimulus of 
the defense program may continue to be sluggish and 
reluctant even after the completion of the inventory 
adjustment. (The adjustment was virtually complete 
by year-end.) If consumers will not spend much 
more, most of the additional spending may very well 
be absorbed in higher prices. That would mean only 
a very slow increase in physical volume in some in- 
dustries of the consumer sector; possibly no more 
than enough to offset the declines in other consumer 
industries caused by diversion of materials to the de- 
fense sector. (There is some opinion now that for the 
first half of 1952 the depressive influence of cutbacks 
in durables may dominate the civilian economy.) And 
this relative stability of total output in the consumer 
sector would mean relative stability of employment, 
and hence of income. This, in turn, makes it less 
likely that consumer spending will start up very 
sharply. 

If this pattern prevails, then the expected rise of 
income in the defense sector may for some time have 
an unexpected kind of impact on civilian business. 
Much of the increased income flowing into consumer 
markets may first serve to restore prices to ceilings, 
thereby restoring corporate margins and net earnings, 
which are now close to 1949 levels and in real terms 
are below anything experienced since the first quarter 
of 1946. (It would at the same time raise the ratio 
of corporate net earnings to disposable personal in- 
come, now also strikingly low by any postwar com- 
parison.) And, very appropriately, it would rebuild 
the corporate tax yield, which slipped about 20% be- 
tween the first and last quarters of 1951. 

Of course once retail prices are pressed firmly 
against ceilings, the situation may change radically. 
Any further advance in income and spending may 
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Liquidity of Manufacturing Corporations 


In aggregate, the rise in liabilities . . . sent liquidity to a postwar low 
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then produce a more rapid recovery of physical out- begin to climb more sharply. And if defense income 

put in the civilian sector, hence employment, hence continues up, the pressure of spendable funds on a 

income. That would revive the problem of holding fixed price level—combined with restrictions on the 

the wage line in the civilian sector, since any strong supply of durables—may eventually produce the 

recovery could tighten up the labor market very familiar and long-expected symptoms of suppressed 

quickly. inflation. As of now, those symptoms are nowhere 
While this appears to be a strange inversion of the in evidence. 

usual wage-price spiral, it nevertheless seems possible Apert T. SomMERS 

that as and if consumer goods prices approach their Business Analyst 

ceilings, personal income in the civilian sector may Division of Business Economics 
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New orders dip... shipments rise .. . but backlogs grow 
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THE BELATED BOOM IN MACHINE TOOLS 


esas MONTHS after Korea the supply tool producers. Materials and manpower assistance 


of machine tools remains one of the most that had been accorded other producers of defense- 
critical aspects of the rearmament program. related items were found inadequate for the machine- 
Production of planes, tanks, electronic equipment, tool industry. And in a number of other respects the 
and other essential defense items has been reported to industry has required special treatment to break the 
be slipping behind schedule, in many cases substan- tool bottleneck. 
tially, owing to a lack of tools. And even now, ma- In part these difficulties inhere in the nature of 
chine tools, according to the Director of Defense Mo- military production, in part in the nature of the con- 
bilization, will probably remain “the most important trols program, and in part in the industry itself and 
factor limiting military production for many months its history since the beginning of World War II. 
to come.” In the first place, the industry,! as it is usually 
How did it get that way? defined, is small; even now it is employing only some 
Since June, 1950, demand for machine tools has _ 1According to the Bureau of Labor Statistics, the machine-tool 
shot up even more sharply than it did in the period rs ari es PS Series pega ae 
immediately preceding World War II. The industry or progressively cutting away chips. The rebuilding of machine tools 
today has the largest backlog in its history. But is included in the industry.” Lathes, grinding, drilling, milling, 
. 2 é boring, polishing and buffing, and cut-off machines generally con- 
while output has risen too, the industry has found stitute over three quarters of the industry’s production. The remain- 
that the road up from its pre-Korea level to the level ing part is made up essentially of Bais tosses Deine, con- 
necessary to support large-scale mobilization has been acute and Apes eee Na GCs sha tee 
strewn with difficulties. of the machine-tool industry are establishments engaged primarily 


<I in manufacturing machine-tool accessories, dies, machinists’ precision 
Price controls that were merely onerous for other tee eee TEM in ete ontop hese 


manufacturers were found to be stifling for machine- the shaping action does not involve a cutting tool. 
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60,000 production workers.! Its capacity and labor 
force contracted sharply after 1943, when most of 
the tooling up for World War II was completed. And 
after the war, still further reductions in demand 
occurred because of competition from the flood of sur- 
plus machine tools placed on sale by the government 
at a fraction of original cost. 


NOT SO EASY THIS TIME 

The problem of expanding machine-tool production 
since Korea has therefore been far more knotty than 
it was at the outbreak of World War II. In the late 
1930’s, when Europe was rearming, machine-tool busi- 
ness in this country was stimulated by orders from 
abroad, especially from British and French manufac- 
turers of airplane engines. Then in 1940, and more 
markedly in 1941, American defense activity added 
further impetus. When full-scale mobilization got 
under way after Pearl Harbor, the industry, with 
several years of steady gearing up behind it, was 
ready to take on increased loads. 

In contrast, machine-tool builders in the pre-Korea 
period were in a depressed state when they were 
suddenly called upon to expand their output several- 
fold. The industry emerged into its second rearma- 
ment boom within a decade while it was still suffering 
a hangover from the first. 

That meant controls problems, as well as produc- 
tion problems. Pre-Korea bases for controls which pro- 
vided a reasonable measure of “normal” for most in- 
dustries—and perhaps a liberal measure for those in- 
dustries which were still filling up shortages developed 
during World War II—caught the machine-tool in- 
dustry at its lowest point since the late Thirties. 

Again, the current military expansion program has 
gotten under way in a period when the rest of the 
economy was flourishing, and there was no large reser- 
voir of unemployed from which to draw. Unemploy- 
ment in the three or four years before the second 
World War was quite considerable—from 10% to 
20% of the total labor force, compared with 3% to 
6% in the years immediately preceding Korea. This 
time the recruiting of labor has been far more difficult, 
even though inductions into the armed forces have 
been much smaller. 

In the past year the government has taken a num- 
ber of steps to remove these and other obstacles which 
have confronted the industry. However, the industry 
still feels that while many of the obstacles have been 
overcome, it has taken too long to reach this point. 
And some difficulties persist. 

Problems connected with the industry’s procure- 
ment of materials and capital equipment are now 
pretty well in hand. The machine-tool builder who 
needs a machine for his own plant to expand output 


‘Industries with a comparable number of production workers: 
candy, 68,000; tractors, 69,000; cigars, 42,000; costume jewelry and 
notions, 53,000. 


can now apply to the National Production Authority 
for special treatment. In this way he can get pref- 
erence over other industries in the purchase of a 
machine tool. This actually amounts to a “super- 
priority.” 

For the procurement of controlled materials, the 
machine-tool builder has a priority equal to the De- 
fense Department. In an emergency he can apply for 
a higher priority in the form of DX rating. However, 
the industry has found that the delays in getting a 
DX rating reduce its effectiveness. So, while ma- 
terials bottlenecks have been largely eradicated, they 
still crop up from time to time. 

The tightness of labor recruitment has been eased 
somewhat, but nevertheless continues. Reservists and 
selectees who work in the machine-tool industry are 
being granted deferments in some cases. However, 
the industry is still losing men to the armed forces. 
The situation is especially serious in the case of the 
reserve officers, who are usually young engineers or 
shop executives sorely needed during this period of 
heavy expansion in the industry. 

Priority treatment granted to machine-tool builders 
by the United States Employment Service in recruit- 
ing workers has been helpful. And lengthening the 
work week has yielded greater output per worker. 
Most machine-tool plants are now operating at a 48- 
to 54-hour work week, and the average for the in- 
dustry is about fifty-one hours. Another step to facili- 
tate greater production has been the setting up of mul- 
tiple shifts. Most plants are now working two shifts, 
and some even three. 


NOT ENOUGH WORKERS 


But new workers are still not available in the quan- 
tities needed. The limiting factors are the high degree 
of skill required and the fact that the bulk of the 
machine-tool industry is located in already tight labor 
markets—Cleveland, Cincinnati, Bridgeport and other 
industrial areas where manpower needs are stringent. 
While the number of production workers has risen 
from 39,000 to 60,000 since June, 1950, the industry 
will probably need 30,000 additional workers this year. 

Some of the sudden spurt in demand after June, 
1950, was absorbed by the purchase of used machines, 
of which there were about 60,000 in the hands of 
dealers. Another expedient was the withdrawal of 
tools from the National Security Equipment Reserve, 
numbering some 120,000 units. These two sources 
have now been practically drained of their usable 
tools. 

Loss of this reserve, however, has been offset by 
the growing importance of subcontracting. Many 
small machine shops, textile machinery manufacturers, 
and printing press manufacturers are building and 
assembling machine tools and parts. In World War 
II, about 15% to 20% of the machine-tool output was 
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done by subcontractors. An even larger proportion of 
machine-tool production may be turned out by sub- 
contractors this year. 

Pooling of machine-tool orders has also been of 
some assistance to the industry. Since the second 
quarter of 1951, the General Services Administration 
has been placing orders for machine tools on the 
basis of anticipated needs. The pool contract offers 
a 30% cash advance which aids the machine-tool 
builder to meet the costs of larger inventory and in- 
creased payroll. When the machine tools are sold to 
a customer the advance is repaid to GSA. 

Prior to this NPA regulation, a machine-tool 
builder would not get started on any work until he 
had a firm order from a customer on hand. This 
meant a waiting period of three months to a year, 
and sometimes even more, for the completed tools. 

The pool system has thus been of some help in 
speeding up delivery. However, it apparently was not 
put into operation soon enough. Had pool orders been 
placed immediately after Korea, machine-tool builders 
feel they could have expanded production at an 
earlier date and would have markedly reduced aver- 
age delivery time. 

Another measure which will probably facilitate 
greater output of machine tools for defense industries 
is the ban, with a few exceptions, on delivery of non- 
rated machine-tool orders. 


PRICING PROBLEMS ELIMINATED 


Pricing problems have been pretty well eliminated. 
Holding prices down to the base period level (July 
1, 1949, to June 24, 1950) proved inoperable, since 
this was a time of depressed prices in the industry. 
Remedial action taken about a half year ago has re- 
lieved what the industry felt was an impossible situ- 
ation. As the machine-tool pricing system now stands, 
the OPS allows a 12% price increase over the base 
period; and to this adjusted price may be added in- 
creased costs of labor and materials that had occurred 
up to September 10, 1951. This constitutes the ceiling 
price. However, in selling his machines a builder may 
increase that price by the actual cost of overtime, sub- 
contracting, and shift premiums. 

Most of the financial barriers have also been re- 
moved. The machine-tool industry was made eligible 
for V-loans last year. If a machine-tool builder needs 
a loan to carry out a defense contract, he applies to 
his local bank for necessary financial assistance. The 
local bank then passes on the application to a Federal 
Reserve Bank for a guarantee. After the bank has 
approved the credit standing of the company, the 
application is sent on to the appropriate defense pro- 
curement agency! for final approval. 

Accelerated tax amortization has also eased the 

1The defense procurement agencies are: the Departments of the 
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problem of expansion. The normal period of depre- 
ciation of capital equipment allowed by the Bureau of 
Internal Revenue for tax purposes ranges from twenty 
to twenty-five years. Machine-tool builders could not 
risk this long recovery period on investments which 
past experience suggests may not be needed when the 
emergency is over. So far about 75% of new facilities 
have been approved for five-year write-offs. 


TODAY'S SITUATION 


Machine-tool output has been rising almost steadily 
since the beginning of 1950. Current production is 
almost three times its pre-Korea rate. This is a re- 
markable record, but output is still trailing far be- 
hind demand. 

Output last year was a little more than $600 million, 
or about double the 1950 figure. While this is a sub- 
stantial increase, it is significant to note that, in 
number of units, production in 1951 was probably 
about 30% below the 1940 output of $440 million, 
owing to the inflated dollar. However, today’s machine 
taols are substantially more productive, more accurate 
and safer to operate. 

In the past year and a half new orders have been 
pouring in far faster than they could possibly be 
filled. Consequently, an enormous backlog has piled 
up. The industry now has on its books enough orders 
to keep it busy for more than a year and a half at 
current rates of production. 

New orders have been declining fairly consistently 
since February of last year. However, they are still 
coming in at a rate which substantially exceeds pro- 
duction. Increased imports of machine tools from 
abroad, mainly from Switzerland, Belgium, Italy, 
West Germany, and France, have contributed a bit 
to the easing of demand for domestic tools. 

Unfilled orders continue to grow, and probably will 
not reach their peak for many months. At present, 
the backlog of orders totals about $1.3 billion. 


THE OUTLOOK 


With the elimination of some of the major stum- 
bling blocks, the industry expects to make much 
greater headway in 1952 than it has in the past year 
and a half. Machine-tool shipments, which are cur- 
rently running at an annual rate of about $900 
million, may well reach $1.5 billion by the fourth 
quarter of this year. The industry plans to ship 
approximately $1.2 billion in machine tools in 1952. 
If it reaches this goal, 1953 may see a considerable de- 
cline in the industry’s backlog. 


Suirtey S. Horrman 
Division of Business Economics 


Army, Navy, Air Force, Commerce, Interior, and Agriculture, the 
General Services Administration, and the Atomic Energy Commission. 
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Things are not always what they 
seem. Take national wealth. Al- 
most everyone assumes that we 
are richer now, that we have more 
houses, more factories and more 
of the good things of life. But the 
latest figures suggest that we are 
not much better off now than we 
were in 1928 in terms of the things 
that make up our national wealth. 
This is true if we straighten out 
the distorted picture that price 
changes produce. 


In constant values, then, national 
wealth at the end of 1944 was al- 
most identical with that at the 
end of 1928, despite the interven- 
tion of a world war, a world-wide 
depression and the preceding in- 
vestment boom. What rise took 
place has occurred in the period 
since 1944, and it was only a 
modest one. In 1948, national 
wealth was nearly 12% above the 
1928 level. In the same period, 
population increased more than 
74) Yes 
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IF SO, HOW MUCH? WHAT IS IT IN2 


But when current prices are re- ee 
flected in the figures, some spec- LAND 
tacular increases in national wealth 
result. Approaching $800 billion, 
national wealth in 1948 was nearly 
93% above the 1928 level. 

The things that make up our 
stock pile of wealth have changed 
in the past half century. Notably, 
land has shrunk in importance, but 
equipment in the hands of produc- 
ers and consumers has increased. 

Peculiarly, the current value of 
land has increased by 21% from 
1928 to 1948, but its value in con- 
stant 1929 prices actually declined 
by more than 26%. The results 
are puzzling. The explanation seems 
to be in the different estimating 
procedures applied to different 
types of land and to the method 
of converting current into con- 
stant dollars. 

A large difference in movement 
is exhibited by the changes in the 
constant and current values of fac- 
tory buildings, residential houses, 
and other types of structures. Price 
inflation was severe in this field 
especially in the postwar years. 
While the real stock of this type 
of wealth increased only 3%, the 
increase in prices brought their 
1948 value 55°% above the 1944 
one. 

Equipment changed little in con- 
stant prices from 1929 to 1944 and 
then increased rapidly. In current 
values, the increase in the post- 
war years was, of course, even 
greater. 

Omitted from the wealth totals 
are (1) perishable and semidurable 
commodities held by consumers; 
(2) military assets; (3) works of art 
and other collectors' items; (4) 
subsoil assets; and (5) changes in 
land values owing to improvement 
costs and soil depletion. 
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THE HUNDRED LARGEST DEFENSE CONTRACTORS 


Companies Ranked by Volume of Military Prime Contracts in Fiscal Year 1951? 


Contracts Awarded 
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30 14 | Glenn L. Martin......... 147.8 | 0.5 | 46.8 | 1.3 ‘on Oil of Calif S7abi) ola libpoetl tee 
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33 | 62 | Eastman Kodak......... 188.9 | 0.5] 48.3] 0.2 83 | n.a oe eee wetness te a es Ee 
Fairchil ine & Air- 84 | na son Ose: (aoe: : k ’ : 
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1Army, Navy, and Air Force supply, service and construction contracts awarded in 
continental United States, exclusive of contracts of less than $5,000, and Army and Air 
Force contracts of $5,000 to $10,000 in the last six months of the fiscal year. Data include 
definitive contracts, the funded portions of letters of intent and letter contracts, purchase 
orders, job orders and task orders against existing contracts, and modifications and 
amendments. Data exclude that part of open-end or indefinite quantity contracts and 
project orders that are not translated into specific orders on business firms, and purchase 
pomentuents that have not been agreed to in detail by military and company contract- 
ing officers. 

*Based on the 100 companies with the largest dollar value of war supply contracts 
awarded from June, 1940, through September, 1944 (cumulative), 


Sources: Munitions Board; War Production Board; Tar Conrrrence Boarp 
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%Company totals include contracts with all subsidiari 
grouping is based on reports of the Federal Trade 
mation. The company totals do not include contracts made by other 


ies and affiliates. The corporate 
muinission and other 


ublic infor- 
nited States 


government agencies and financed with Defense Department funds, or contracts awarded 


In 


Canada through the Canadian government. 


‘Name changed on March 25, 1947. Formerly called Aviation Corporation. 


mpany incorporated Au, 
SName changed on September 
7™Name chan, 


n.a.Not available. ae 
aTotal awards valued $175 billion. 


t 9, 1945. Therefore no World War II data available. 
10, 1948, Formerly called Food Machinery Corporation, 
d on November 30, 1950. Formerly called Baldwin Locomotive Works. 
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distribution of defense contracts. One was put 

out by the Munitions Board; the other by the 
Senate Committee on Small Business. These lists 
differ. 

The former gives the first one hundred companies; 
the latter the first fifty. And there is an added month 
covered in the listing by the Munitions Board. But 
there were also basic differences in the way the data 
were assembled, including the definition of a contract 
and the concept of the limits of a corporation. 

The Senate Small Business Committee collected 
its data by telegram from the individual companies. 
In most cases, all government orders (including those 
in the contractual stage and sometimes part of open- 
end contracts, and letters of intent) were reported. 
In contrast, the prime contract data of the Munitions 
Board represent complete purchase transactions only 
(and only the funded portions of letters of intent). 
Also, in the latter are omitted all proposals, offers or 
bids that had not been agreed to in detail by the 
contractors and the military contracting office. 

Furthermore, some of the companies in reporting 
back to the Small Business Committee gave both the 
awards to the corporation and to its affiliates and sub- 
sidiaries; others did not. The company total of the 
Munitions Board covers the parent company and all 
its offspring. 


SOME OF THE HIGHLIGHTS 
Highlights of the Munitions Board report are: 


e The top eighteen companies each received over 
$300 million in awards. This is equivalent to 1% 
or more of the total of military contracts for pro- 
curement and construction. Awards to the remain- 
ing eighty-two companies ranged from one tenth 
to eight tenths of 1% of the total. 

e Aircraft and tank assemblers head the list. Of 
the first eighteen companies, nine are aircraft manu- 
facturers. Five others are major tank-automotive 
contractors. The remaining four are suppliers of 
electronic and other equipment. 

e The General Motors Corporation, which is the 
largest peacetime producer of finished durable goods, 
is also the largest military prime contractor. Con- 
tracts with GM and its subsidiaries aggregate $2.4 
billion, or 8% of the total. 

e Second on the list is the United Aircraft Corpo- 
ration with $1.2 billion (4.1%). It is followed by 
the Douglas Aircraft Company, Grumman Aircraft 
Engineering Corporation, the General Electric Com- 
pany and the Republic Aviation Corporation, each 
with contracts valued at 2% to 2.5% of total pro- 
curement awards. 

e The one hundred companies together received 
$18.3 billion, or 61.5% of all prime military con- 
tracts. In World War II, the same proportion 


q ress ARE NOW two listings of company 
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(61.5%) was accounted for by only sixty-five com- 
panies. Then, the leading one hundred contractors 
received 67.2% of all war work. Forty-five of the 
companies on the World War II list do not appear 
on the current list. 

An analysis of the list of the fifty largest prime con- 
tractors assembled by the Senate Committee on Small 
Business! was presented in the September issue of 
The Business Record. This list differs from the Muni- 
tions Board report in three respects: (1) the com- 
panies included, (2) the dollar volume of awards— 
and the relative share—received by those enterprises 
common to both lists, and (3) the degree of concen- 
tration of war work. 

Only one company on the committee’s list—the 
Nash-Kelvinator Corporation—was nowhere among 
the one hundred top contractors reported by the Muni- 
tions Board. (The committee ranked this company in 
twenty-second place, with contracts of close to $200 
million.) 

Eight companies in the first fifty itemized by the 
Munitions Board have no counterpart in the com- 
mittee’s list. Obviously, the two listings become more 
unlike when the comparison is restricted to the top 
fifty because some concerns on the committee’s list 
fall in the 51-100 rank in the Munitions Board 
register. 

The contract values are different for some of the 
companies that both agencies agree are in high stand- 
ing on the list. The Ford Motor Company, for ex- 
ample, is the second largest prime contractor, with 
awards valuing $1 billion (over 4% of the total) ac- 
cording to the Small Business Committee. This com- 
pany is fifteenth on the other list, with contracts 
totaling $400 million (1.3%). 


1Concentration of Defense Contracts,’ Senate Report No. 551, 
82nd Congress, 1st Session, July 19, 1951. 


Most Military Orders Went for Hard Goods 
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While both agencies find GM heading the group, 
there is disagreement on the magnitude and share of 
its holdings ($2.4 billion, or 8%, according to the 
Munitions Board; $3.5 billion, nearly 15%, says the 
committee). Douglas Aircraft, which has the third 
largest volume on the official list, is reported in 
twenty-third place in the committee’s array. 

Other substantial variations in rank among the first 
ten as compiled by the Munitions Board are: United 
Aircraft (second on the board’s list; eighth in the 
committee’s array); Grumman Aircraft (fourth; 
tenth); American Locomotive (seventh; sixteenth) ; 
and Boeing Airplane (tenth; third). 

Less concentration of war work is indicated by the 
Munitions Board report. The first ten companies on 
this list account for 29% of all awards. The leading 
ten listed by the committee aggregated 40%. As a 
group, the fifty largest contractors received 54% of 
the total, according to the Munitions Board. The 
comparable figure published by the committee is 64%. 
In World War II, the top fifty received 57% of the 
military prime contracts of $50,000 or more. Thus 
the Munitions Board figures suggest less concentra- 
tion now than in World War II. The opposite is con- 
cluded from the Small Business Committee list. 


SMALL BUSINESS PARTICIPATION 


Small business firms (those employing fewer than 
five hundred persons) have been participating in 
defense production through two channels: (1) con- 
tracts directly from the government, and (2) sub- 
contracts for components and parts from prime con- 
tractors who assemble and sell the finished product. 

From Korea through October, 1951 (sixteen 
months), the Army, Navy and Air Force have con- 
tracted for nearly $8.3 billion of new equipment and 
supplies from small firms acting in the role of prime 
supplier. These small business purchases represent 
more than a fifth of total military purchases from all 
firms in the United States during the same period. 

So far in fiscal 1952 (July-October, 1951), the ratio 
of small business contracts to the total is about the 
same as in the first few months after Korea. But 
compared with April-June, 1951—the closing months 
of the first year of defense—the share going to small 
firms has declined a bit. 

However, the meaning of this ratio for short periods 
is not clear. The percentage varies considerably from 
month to month, depending mainly on the volume of 
contracts placed for specialized items of heavy mili- 
tary equipment that small firms cannot assemble or 
produce as prime contractors. 

The volume of war work going to small business 
operating under contracts for larger manufacturers 
is estimated to be many times that from direct gov- 
ernment awards. Because of obvious difficulties in 
measuring the amount farmed out by prime con- 


tractors, there are only spot studies indicating the 
vital role small business plays in the defense produc- 
tion program. ; 

For example, of the $442 million in Air Force prime 
contracts awarded to Republic Aviation Corporation 
in the fiscal year 1951, Republic did spend 52% with 
outside firms—17% of which went to large and small 
suppliers of materials, equipment and services, and 
35% for subcontracted parts and components. Of 
Republic’s 176 first-tier subcontractors on these con- 
tracts, 133 are small firms. Four of its largest first- 
tier subcontractors have reported that they have 
placed subcontracts with eighty-five additional small 
firms and with fourteen large concerns. In brief, 
Republic and four of its 176 subcontractors are bring- 
ing a minimum of 275 firms into the work of fabri- 
cating parts and 218, or 79%, of these are small inde- 
pendent plants with fewer than 500 employees. Many 
additional small and large firms, of course, are pro- 
ducing parts for Republic’s other subcontractors and 
subsubcontractors. 

GerrtTrRuDE DrvutscH 
Division of Business Economics 
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Gross National Product 


Edwin B. George, economist, Dun and Bradstreet (in an 
address to the American Statistical Association, December 
28) —“My guess is that in fourth quarter, 1952, total dollar 
GNP on an effective demand basis will run about $354 
billion, in contrast with an actual $327.6 billion in third 
quarter, 1951. Supply in third-quarter, 1951, prices is fore- 
cast at $347 billion. The implied price rise, corresponding 
to no index in particular, is just about 2%. . . . I don’t think 
that price jumps will much exceed this unless the impending 
round of wage increases proves to be quite sharp. . . . For 
fourth quarter, 1952, my guess is that security outlays will 
be at an annual rate of about $66 billion—$25 billion (over 
60%) above the third quarter 1951 rate. . . . Spending for 
nondefense purposes by not only the Federal Government 
but state and local governments . . . should be slightly 
downward through third quarter, 1952, and no more than 
a fractional recovery should occur in the fourth quarter, 
1952, the figure for this period being perhaps a billion below 
that in third quarter, 1951. . . . [For producers’ outlays] I 
wouldn’t expect the fourth-quarter, 1952, annual rate to 
exceed $25 billion—more than 10% below the probable rate 
during the quarter now ending. . . . With respect to residen- 
tial housing . . . I have set the fourth-quarter, 1952, rate at 
$9.5 billion, but would not be surprised if the 1952 average 
rate ran about $9 billion. Other private construction .. . 
for fourth quarter, 1952, I would forecast a rate of about 
$9.5 billion. . . . I would place the fourth-quarter, 1952, 
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over-all rate of [inventory] growth at $2 billion, with earlier 
quarters running fractionally lower. . . . [For net foreign 
investment] for 1952 as a whole there will be a deficit with 
the fourth-quarter, 1952, rate running about minus $1.5 
billion. . . . For fourth quarter, 1952, the savings rate might 
be about 8%, as against the average of about 10% for 
second quarter and third quarter of 1951. . . . Consumer 
outlays will be about $217 billion, reflecting only a slight 
extension of a persistent upward trend dollarwise through 
earlier quarters from the third-quarter, 1951, rate of $202.5 
billion. (All dollar figures are meant to represent season- 
ally adjusted annual rates at expected prices.) ” 


S. H. Nerlove, professor, University of Chicago (in an 
address to the University of Chicago Business Alumni, De- 
cember 5) —“There is a real chance that during this coming 
year the gross national product will not rise above the 
high levels reached during the third quarter of 1951. Indeed, 
in spite of the large increases in defense spending that are 
now being projected, the present indications are that gross 
national product by the end of 1952 probably will not be 
above the level reached in the third quarter of 1951... . 


GROSS NATIONAL PRODUCT, THIRD QUARTER OF 1951 
AND THE END OF 1952 
(Seasonally Adjusted at Annual Rates in Billions of Dollars) 


8Q 1951 | End of 1952 


Government purchases of goods and services 


and net foreign investment................ 69.4 90 
Corporate gross private investment........... 44.7 31 
Household and unincorporated spending...... 218.5 207 

327.6 328 


In any case, the present indications are that aggregate real 
output will not be larger, the general commodity price level 
will not be higher, and unemployment will be greater by 
at least the increase in the present labor force, toward the 
end of 1952 as compared to the levels reached during the 
recent months in 1951.” 


Carloadings 


Association of American Railroads (press release, January 
2) —“Freight carloadings in the first quarter of 1952 are ex- 
pected to be 2.2% above those in the same period in 1951, 
according to estimates just compiled by the thirteen region- 
al Shippers Advisory Boards. . . . Among those showing the 
greatest increase are the following: frozen foods, fruits and 
vegetables, 18.4%; ore and concentrates, 10%; livestock, 
9.3%; machinery and boilers, 8.6%; grain, 8.2%. . . . Com- 
modities for which decreases are estimated include the fol- 
lowing: automobiles and trucks, 30.4%; vehicle parts, 13.1%; 
fresh fruits, other than citrus fruits, 9.2%; agricultural im- 
plements and vehicles other than automobiles, 6.9%.” 


Food 


Bureau of Agricultural Economics (The Livestock and 
Meat Situation, released January 6)—‘In months ahead, 
pork will contribute less and less of the gain in meat sup- 
plies over last year, and beef, veal and lamb will make up 
a larger share. By late 1952, pork production will be con- 
siderably smaller than at the same time in 1951, and beef 
production may be considerably larger. . . . Prospects are 
that consumption of all meat per person in 1952 will be 
somewhat above the 140 pounds estimated for 1951... . 
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Prospective supplies of cattle do not point to a material 
weakness in cattle prices. Price strength is more likely for 
cows than for other classes, while a further seasonal decline 
may occur in prices of top grades of steers.” 


Steel 


Iron Age (December 20)—‘“Walter S. Tower [said] 
that 2.5 million to 3 million tons of steel will have been 
added to the nation’s capacity by the end of the year, 
bringing total capacity to 107 million tons at the start 
of 1952. During the coming year about 10 million more 
tons will be added. Capacity will be increased 2.9 million 
in the first quarter, 3.7 million in the second, and 3.0 mil- 
lion in the third quarter of 1952.” 


Rubber : 


Rubber Manufacturers Association (press release, Janu- 
ary 1)—“It is estimated that new rubber consumption in 
1952 will reach an all-time record of 1,336,000 long tons. 
This compares with 1,235,000 long tons in 1951 and the pre- 
vious record of 1,258,557 in 1950. . . . The Rubber Manu- 
facturers Association projects 1952 consumption, as com- 
pared with the two preceding years, as follows: 


1950 1951e . 19526 
(In long tons) 
Synthetichinnaccestemee reo 538,000 775,000 871,000 
Natural toenee ctr ns ss eas 720,000 460,000 465,000a 
1,258,000 1,235,000 1,336,000 
alncluding 420,000 dry natural, balance latex, 
eEstimated. 


General Business Trends 


Albert J. McIntosh, economist, Socony-Vacuum Oil Com- 
pany, Inc. (in an address to the National Association of 
Cost Accountants, December 21)—“Here is how we rate 
1952. (1) Total business and government production of 
goods and services (gross national product) up 9% over 
1951. These are measured in actual dollars of each year and 
reflect also the forecast of changes in price levels. (2) Manu- 
facturing will be up some 7%. (3) Personal income will be up 
6%. (4) Personal expenditures will increase around 3%. 
(5) Wholesale prices. will probably average 5% over 1951, 
and consumer prices will increase another 3% or 4%.” 

Murray Shields, vice-president, Bank of the Manhattan 
Company (in an address to the American Statistical Asso- 
ciation, December 28) —“If in 1952 there is no change either 
for the better or for the worse in the international situation, 
it is likely that the year ahead will bring a moderate in- 
crease in total industrial production, with military output 
up sharply and civilian goods production down moderately; 
plant and equipment expenditures not greatly changed in 
the first six months, but drifting downward in the second 
half of the year; rising governmental expenditures, but with 
the peak somewhat less than the target figures now being 
used in Washington; a federal budget not far out of balance 
for the year as a whole, but showing a sizable surplus in 
the first half of the year and a substantial deficit in the 
last half; . . . a moderate decline in business inventories, 
but a further deterioration in corporate liquidity; a moderate 
increase in bank holding of United States government securi- 
ties, with loans remaining on a high plateau and deposits 
rising slowly; and no major inflation or deflation in the 
price level, but with much talk and some fear of both .. .” 


WHAT INDIVIDUALS ARE IN DEBT? DO THEY 


% of spending units in debt 


$1,000 $5,000 


TO $999 TO $1,999 
LIQUID ASSETS CLASSES 


In the early part of last year, three out of every four spending units with liquid asset 
holdings of $1—$199 were in debt to some degree. And, according to the Survey of Con- 
sumer Finances, 55% of the units made up of persons without convertible savings—as 
well as one third of those with liquid asset holdings of $5,000 or more—owed various 
amounts. 

Liquid assets include all types of United States Government bonds, checking ac- 
counts, savings accounts in banks, postal savings, and shares in savings and loan associ- 
ations. Currency is excluded. 

Of the total number of indebted spending units covered by the survey, 32% owed 
no more than $200. Of those in the $5,000-and-over assets group, 48°%/ had debts of no 
more than $200. This range was also owed by 24%, of those spending units with assets 
of no more than $199. 

Sixteen per cent of all the spending units with mortgages on homes, farms, and other 
real estate, instalment debt, charge accounts, and other debt owed to business, financial 
institutions, and individuals owed amounts greater than $5,000. In debt for the same 
amounts were 30% of those with assets over $5,000, and 7% of those with no liquid 
assets at all. 


Source: Federal Reserve 
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HAVE THE LIQUID ASSETS WITH WHICH TO PAY2 


LIQUID ASSET 38 SPENDING UNITS 
HOLDINGS IN CLASSES INDICATED ALL SPENDING 
oe UNITS 


22 


NONE 


$1 TO $199 


$200 TO $499 


$500 TO $999 


$1,000 TO $1,999 


$2,000 TO $4,999. 


% distribution of spending units in liquid 


asset classes, by size of debt 


$5,000 AND OVER : 


3 
0! "TO $1,001 2,001 001 
TO $1,000 TO $2,000 TO $5,000 AND OVER 
DEBT CLASSES 
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Spotlight on 


THE THREE CONTROLLED MATERIALS 


P JHE PERIOD of severe tightness in metals has 
begun. And it threatens to get worse before it 
gets better. 

Munitions output, after sputtering along since mid- 
1950, is finally moving into gear. The huge volume of 
military contracts placed after Korea is now begin- 
ning to reflect in shipment schedules of metal mills 
and foundries. Just how tight the military squeeze 
on the metals will get, and how long the squeeze will 
last, depends in part on which of the long list of steel, 
copper and aluminum items is being considered. But 
the general outlook hangs essentially on the outcome 
of the race between increasing military needs and 
expanding supply. 

Growing supplies of steel are expected to catch and 
pass increasing arms use some time later this year. 
Munitions producers propose to increase their take 
of steel from 13% of total supply in the fourth 
quarter of 1951 to 18% in the second quarter of 1952.1 
By the end of the year, the production curve of tanks, 
guns and shells is scheduled to flatten out,? and as 
new furnace capacity now under construction becomes 
operative substantial additional tonnages of steel are 
expected to be released for civilian use. 

However, the products in easier supply will proba- 
bly be mostly the lighter-gauge flat-rolled items. 
Scheduling problems in rolling mills threaten to keep 
heavy plate and structurals on the shortage list per- 
haps well into 1953. Alloy steels should also continue 
to be hard to get because of limited supplies of critical 
alloying materials. 


NONFERROUS METALS A PROBLEM 


The outlook for the nonferrous metals—copper and 
aluminum—is less favorable. Increased quantities of 
aluminum may begin to filter into civilian markets by 
the year end or earlier. But here conclusions must be 
more hesitant, since throughout 1952 both supply of 
the metal and military demand are expected to be 
rising at much greater rates than in the case of steel. 
The aircraft program, perhaps more subject to change 
than any other aspect of the remobilization, remains 
the chief determinant of civilian aluminum supply? 


“Includes metals consumed in components and civilian-type items 
purchased by the military in addition to amounts used by producers 
of military end items (planes, tanks, guns, etc.). 

*Although deliveries of finished munitions to the government may 
still be mounting. 

_ *A forthcoming article in The Business Record will analyze the 
impact of the aircraft program on the civilian economy. 
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for 1952. Copper (and brass) output is figured to 
increase only slightly in the next year, and civilian 
industries are expected to get little if any increase in 
supply of these metals. 

Within these civilian industries, supplies will vary 
according to how essential the industries are to the 
over-all defense program. Heading the list of projects 
is the industrial expansion program. From 29% to 
39% of the three controlled materials—steel, copper, 
aluminum—will be going into plant expansion and 
machinery production in the current quarter (see 
chart). But since increased supply and cutbacks in 
nonessential industries cannot release sufficient metal 
to meet growing munitions needs, the expansion pro- 
gram may be pinched through a greater part of this 
year. Shipments of steel and copper to the expan- 
sion program indicated by second-quarter allotments 
are about 2% below current levels, although some- 
what more aluminum will be made available. 


FEWER AUTOMOBILES 


The brunt of the increasing metals “take” by the 
military is being absorbed by consumer goods indus- 
tries. Enough steel has been allocated for only 900,- 
000 automobiles in the second quarter; enough copper 
and aluminum for only 800,000.1 Assemblies in the 
current quarter may run to 1 million, or well below 
the record first quarter of 1951 when 1.6 million cars 
were produced.” 

Steel for household appliances is being doled out 
at about 50% of the pre-Korea rate; copper and alu- 
minum at little more than a third of early 1950 levels. 
Allotments for the second quarter will run about 
10% below first-quarter rates. 

The biggest cutbacks in the second quarter will be 
in home building. Steel, copper and aluminum par- 
celed out for the second quarter will provide for a 
level of housing starts of only 600,000 annually. 
About 1.1 million homes were built in 1951. Ship- 
ments of metals for less essential construction projects, 
such as stores, amusement places, and public building, 
will virtually dry up during the April-to-June quarter. 

The level of output being allowed consumer goods 


‘DPA will allow automakers to turn out 930,000 units by drawing 
on inventories, materials savings, or by other methods. 

*The allotment basis for the current quarter is 930,000; the re- 
mainder was produced by drawing on inventories, and materials 
savings. 


‘Savings in materials, however, would allow substantially higher 
building volume. 
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producers in the second quarter is close to what de- 
fense agencies consider an irreducible minimum under 
the current mobilization program. So, unless there 
are policy changes, allotments during the second half 
of the year will probably not go much below second- 
quarter levels. 


RESTORING THE BALANCE 


While some semblance of balance between supply 
and demand for most metals appears to lie well in 
the future, there is already some indication of a 
lessening in the tremendous volume of applications for 
controlled materials. Requests for metals to be 
shipped in the fourth quarter of last year totaled more 
than 200% of available supply for some metals. 

Requests for metals in the second quarter of this 
year are significantly lower.1 

But another kind of imbalance is becoming rapidly 
worse. The relative quantities of metals required by 
the military differ radically from the normal peace- 
time demand patterns. The military requires only 
a fraction of the peacetime output of cold-rolled steel 
sheets, but virtually all of certain steel alloys. What 
metals are left over for civilian use are therefore not 


1CMP applications cannot be considered as equivalent to demand, 
for doubtless many of the applications overstate actual needs. Never- 
theless, these requests afford some evidence of the supply-demand 
imbalance. 


63 


available in balanced proportions. There is relatively 
too much of certain carbon steels; not nearly enough 
copper, aluminum, or alloy steels. While the military 
take was still small, the shift in product composition 
was easily handled. But with munitions output now 
moving apace, the product distortion has become pro- 
nounced. It shows up dramatically in the second- 
quarter allotments for automobiles, which provide 
steel for more cars than can be built with the allotted 
copper and aluminum. 


SIGNS OF EASING 


The huge expansion in basic metals capacity is be- 
ing directed at righting the distortion by emphasiz- 
ing increased output of those materials which go into 
munitions. 

In addition, much work has been done on the de- 
mand side to ease requirements for certain metals by 
finding suitable substitutes. Automobile manufac- 
turers have been successful in paring the copper and 
brass used in passenger cars by 12%. Copper in 
automobile ignition systems has been replaced by 
aluminum in many cases. Much of this precious red 
metal has already been eliminated from radiator sys- 
tems. Aluminum has also replaced copper in many 
other industrial uses—for example, in electrical trans- 
missions, where aluminum is entirely adequate. In 


How Controlled Materials Are Being Allotted 


Steel 


RESERVES® 


CONSUMER DURABLES & 
NONDEFENSE CONST. 


MOTOR VEHICLES 


OTHER DEFENSE 
SUPPORTING 


CONSTRUCTION & 
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MILITARY 


4th Ist end 
195l 1952 
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Ist end 4th Ist 2nd 
1952 1951 1952 


&FOR PROGRAM ADJUSTMENT, SELF-CERTIFICATION AND MAINTENANCE, REPAIR AND OPERATING SUPPLIES 


Percentage distribution, by quarters. Military includes Atomic Energy Commission. Military components included with “Other Defense 


Supporting.” 


Sources: Defense Production Administration; THE CoNFERENCE BoarD 
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The Aluminum Picture 
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other instances, aluminum itself is being replaced by 
plastics and other nonmetals for decorative and 
similar purposes. Chrome stainless steel is now used 
for many items formerly employing nickel-plated 
steel. 

Whether these measures will be successful in re- 
storing a more balanced flow of metals to civilian 
industries is problematical. It is not unlikely that 
later this year more of certain types of carbon steel 
will be available than can be used because of shortages 
of copper and aluminum. 


STEEL 


The favorable outlook for a better balancing of 
supply and demand later this year assumes the con- 
tinuation of capacity furnace operations. Currently, 
steel is being tapped from furnaces at an annual rate 
of 108 million tons. New capacity now under con- 
struction is scheduled to bring an additional 5 million 
to 6 million tons of annual capacity into operation by 
midyear, and another 4 million tons by year end. Such 
levels of operation require vast tonnages of raw ma- 
terials, mainly ore, coke, and scrap. 

Adequate quantities of ore and coke seem to be 
available, although blast-furnace storage bins are by 
no means overstocked. Ferrous scrap is a different 
matter. For months, the steel industry has been feed- 
ing scrap into furnaces on a hand-to-mouth basis. Al- 
ready the seasonal decline in scrap collections has 
forced the closing down of some of the furnaces in 


1Just how such a problem would be solved is hard to say. Releases 
of copper and aluminum from stock piles, or rescheduling of munitions 


programs could restore a balance in materials available for civilian 
uses. 


the Pittsburgh area. Other shutdowns are threatened. 

Even if the industry manages to go through the 
next weeks and months without serious loss owing to 
empty scrap bins, the specter of a strike still threatens 
capacity operations. And if the steelworkers go out for 
several days, a week or more of production could be 
lost. At current rates of operation, that amounts to 
several million tons of steel. 

And even if furnaces continue to pour raw steel 
at the current feverish pace, other problems in steel 
supply still require solution. CMP authorities have 
been working overtime in an attempt to balance 
bloated demand for the heavy and specialized steels 
with the normally adequate finishing facilities. Con- 
tinuous strip mills are being reset to roll light-gauge 
plate instead of the less critical sheet and strip. This 
will tend to ease the shortage in the heavier gauges, 
since some conventional users of heavy plate will be 
able to substitute the more plentiful product coming 
from the converted strip mills. Similarly, rolling 
schedules for heavy structurals have been shifted to 
squeeze the maximum amount of tonnage out of exist- 
ing facilities. Shell billets, which comprise a signifi- 
cant amount of the military requirements, are being 
rolled in rail mills, while the less urgent demand for 
replacement track for the roads has been delayed. 

The pressure should ease on these key steel products 
from increasing supply and slackening demand. Al- 
ready there is some indication that the demand for 
structurals and plate, while continuing urgent, is 
close to a turning point. The huge industrial expansion 
program is already at or near its peak rate of metals 
consumption. Bookings of fabricated structural steels 
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have fallen below shipments since last summer, al- 
though the backlog remains huge. 


ALUMINUM SCRAP SHORTAGE 


About 220,000 tons of primary aluminum was pro- 
duced in the plants of the “Big Three” during the 
last quarter of 1951. This was nearly 10% greater 
than early-1951 levels. Nevertheless, total supply of 
aluminum metal declined throughout 1951. Receipts 
from abroad (mostly Canada) fell to less than 20,000 
tons in the fourth quarter, a decline of more than half 
since the first quarter. 

Production from scrap was also down sharply. 
Heavy government purchasing of ingot for stock piles, 
coupled with a substantial inventory buildup of air- 
frame shapes in industry warehouses, markedly slowed 
the flow of scrap. Ordinarily, these aluminum prod- 
ucts would have been the source of substantial ton- 
nages of waste metal when machined and shaped into 
products. 

Price ceilings have also slowed collections of alumi- 
num salvaged from discarded consumer and industrial 
goods. The supply situation, however, looks much 
more favorable in 1952. The recent swaps with Britain 
of steel ingots for aluminum should boost imports. 
Also rapidly rising aircraft production, plus slowed 
deliveries to government stock piles, is expected to 
speed up the flow of scrap metal to smelters and pri- 
mary producers. 

These increases, paired with expanding primary 
production, would tend to raise shipments from rolling 
mills and foundries by 8% this quarter and another 
10% during April-June, 1952. If imports and scrap 
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collections continue high and new facilities come in 
as planned, shipments of aluminum products may 
reach a quarterly rate of 350,000 tons by year end, 
or about 40% above the rate in the fourth quarter 
of 1951. 

About a third of shipments of aluminum shapes 
went to munitions programs in the last three months 
of 1951. (Substantially more than half of that was 
for aircraft.) Military deliveries are scheduled to rise 
to nearly 45%1 of total shipments by the second 
quarter. With the buildup to a 143-wing Air Force 
under way, aluminum shipments for aircraft are likely 
to continue to move up rapidly. Since it usually takes 
nearly a year before metal deliveries show up as air- 
frames on the latest model jet fighters and bombers, 
present procurement is for the high rate of aircraft 
completions scheduled for early 1953. By late 1952 
or early 1953, metal deliveries to airframe manufac- 
turers should be close to peak requirements. The addi- 
tional capacity scheduled to become operative in 1953 
would then be available for civilian uses. 


COPPER IMPORTS LOW 


With virtually all domestic copper ore bodies being 
worked at capacity, about 260,000 tons of copper were 
shipped to refineries in the last quarter of 1951. And 
even assuming no work stoppages,” the domestic in- 
dustry will do well to maintain that rate in 1952. 

While the government is subsidizing the operations 
of high-cost ore bodies, no significant new tonnages 
from these mines are expected until 1953. 

1Includes components. 

2A strike late last summer lost 35,000 tons. (See chart.) 
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The Copper and Brass Picture 
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There is hope, however, that the flow of copper 
from abroad will pick up noticeably this year. Net 
imports of crude and refined copper have dipped to a 
quarterly rate of only 90,000 tons since last spring, 
from a high of over 150,000 tons before the Korean 
war. 

Price ceilings in the United States have prevented 
importers from matching the rapidly rising bids 
of foreign buyers in world markets. But now chaotic 
world copper markets seem to be assuming some 
signs of stability owing to allocations by the Inter- 
national Materials Conference. 

More metal is also expected from an increased 
flow of copper and brass scrap to foundries, custom 
smelters, and brass mills. (Virtually all foundry prod- 
ucts are made from scrap, and about half of the gross 
weight of brass mill products represents salvaged 
metal.) 


Scrap Collections Off 


Scrap collections fell off sharply in 1951, owing 
mainly to the imposition of price ceilings. Production 
from scrap dipped from 350,000 tons in the fourth 
quarter of 1950 to only 275,000 tons in the third 
quarter. There was some pickup in the fourth quar- 
ter, and still further increases in secondary produc- 
tion are expected in 1952. These anticipated increases 
in metal supply would be reflected in larger ship- 
ments from brass mills, wire mills and foundries. 
Mill and foundry shipments, which totaled 635,000 


_ ‘Increased stock piling of refined copper could divert some of the 
increase in metal from mills and foundries. 


tons in the fourth quarter of 1951, are expected to 
increase to 655,000 tons this quarter and to close to 
700,000 tons in the April-to-June period. 

Even if these significant gains materialize, however, 
shipments would still fall short of the 725,000 tons 
billed in the last quarter of 1950. And little, if any, 
of the increased supply would go for nondefense pur- 
poses. 


Different Now from Then 


Requirements of the military for copper and brass* 
are scheduled to increase from 30% of total supply 
in the fourth quarter of 1951 to 35% in the second 
quarter of this year. Since no significant increases in 
supply are expected in the second half of 1952, the 
fate of civilian consumers of copper products will de- 
pend on the curve of military needs for cartridge 
brass and bullet jackets. (Obviously, continued hos- 
tilities in Korea or skirmishes in other areas of the 
world could maintain or even expand ammunition 
requirements.) 

During World War II, about two fifths of all copper 
went into ammunition. While considerable advance- 
ment has been made in replacing brass with steel in 
bullet jackets, the implications of a speedup in military 
operations hangs especially heavy over supplies of 
copper products for civilians. 


ALAN GREENSPAN 
Division of Business Economics 


"Including use in components. 


BUSINESS RECORD: 


SELECTED BUSINESS INDICATORS 


The manufacturing sector . . . 


At year end, manufacturing statistics 

orn were extremely stable. Inventories and 
UNFILLED ORDERS «* sales showed little change; and both 
the rise in durables backlogs and the 
decline in nondurables backlogs ta- 
pered off. 


1950 1951 1950 1951 1950 195] 
& SEASONALLY ADJUSTED In billions of dollars Source; Department of Commerce 


1951 1950 Percentage Change 
Item Unit Pes rE 
Latest Month | Latest Month 
Decemberp November October December over over 
Month Ago Year Ago 
Production and Business Activity— 

Industrial production, total (S)............ 1935-39 = 100 218 218 218 218 0 0 
Drrrable POOUsIGS) janetc Wa olin coe cic ne ok 1935-39 = 100 276 275 274 268 +0.4 +3.0 
Nondurable ROOOSNS) esa ae ees oe 1935-39 = 100 187 188 188 197 0.5 -5.1 
INiineraisns pt ee aot eke... eee 1935-39 = 100 168 171 174 157 -1.8 +7.0 

Consumer durables (S).................... 1947-49 = 100 n.a. 105 103 165 +1.9 -36.4 

iMaenme tOoists s4-2 8 lee ee ee 1945-47 = 100 253.9 226.0 221.3 135.7 +12.3 +87.1 

Construction contracts awarded, residential.|| million dollars 346 444 496 479 —22.1 -27.8 

Construction contracts awarded, other...... million dollars 888 488 555 690 +82.0 +28.7 

RLCLAUL SACS asi mews tes cores: oes eee million dollars 12,255 12,469 12,566 12,611 -1.7 -2.8 

Retail inventories (S)?.................... million dollars n.a. 18,408 18,545 17,704 -0.7 +4.0 

Department store sales (S)................ 1947-49 = 100 110 112 108 110 -1.8 0 

Department store inventories (S)?.......... 1947-49 = 100 TG, 117 121 122 -3.3 —4.1 

Manufacturing sales (S)................... million dollars n.a. 22,592 22,592 20,524 0 +10.1 

Manufacturing inventories (S)?............ million dollars n.a. 41,462 41,354 32,245 +0.3 +28.6 

Manufacturing new orders................ million dollars n.d. 22,870 24,009 21,427 4.7 +6.7 

Manufacturing unfilled orders?............. million dollars n.a. 61,739 61,492 38,127 +0.4 +61.9 

Warloadings, tolalsee-c oo are. a « Se eda ian thousand cars 688 790 866 731 -12.9 -5.9 

Carloadings, miscellaneous’................ thousand cars 343 381 415 365 -10.0 -6.0 

Prices, Wages, Employment— 
Basic commodity prices! eres teen saloon oats Aug. 1939 = 100 328.1 327.5 331.1 358.9 +0.2 -8.6 
Wholesale commodity prices, nlliey Saeed. 3: 1926 =100 177.8 178.3 178.1 175.3 0.3 +1.4 
late ae ye 2 pene ettes tele 1926=100 193.6 195.1 192.3 187.4 -0.8 +3.3 
LEG CIC ies cen te se Se pe en een 1926=100 166.9 166.9 166.6 166.7 0 +0.1 

Consumers’ price index................... 1935-39 = 100 189.1 188.6 187.4 178.8 +0.3 +5.8 

Farm parit price TANGA ek asteasetss bere 1910-14 =100 107 106 105 108 +0.9 -0.9 

Non-agricultural employment.............. thousands 54,636 54,314 54,168 54,075 +0.6 +1.0 

Winemipiovments: occ teeters cs eas Ble s thousands 1,674 1,828 1,616 2,229 -8.4 —24.9 

Factory employment..................--. thousands 12,889 12,915 12,997 13,056 0.2 -1.3 

Average weekly hours worked, manufacturing] number 41.2 40.5 40.5 41.4 +1.7 -0.5 

Average hourly earnings, manufacturing. . . .|| dollars 1.635 1.625 1.615 1.543 +0.6 +6.0 

Personalmcome:(S) sce 5 snes, oie secs ane billion dollars n.a. 256.7 257.5 236.4 -0.3 +8.6 

Finance and Government— 

Bank debits, outside New York City®....... tnillion dollars 76,049 72,410 75,700 72,845 +5.0 +4.4 

Busmess loans: st) Se ne. eee eee million dollars 21,315 20,813 20,403 17,590 +2.4 +21.2 

Consumer instalment credit outstanding’. . .}| million dollars 13,300e 13,259 13,199 13,459 +0.3 -1.2 

Privately held money supply’.............. billion dollars 185.7e 182.7 181.6 176.9 +1.6 +5.0 

Federal budget receipts.................-. million dollars 5,279 3,521 2,635 4,211 +49.9 +25.4 

Federal budget expenditures............... million dollars 5,627 5,178 5,483 3,742 8.7 +50.4 

Defense expenditures...................5. million dollars 3,440 3,428 3,458 1,684 +0.4 +104.3 

Federal budget surplus or deficit, cumulative] million dollars —7,467 —7,120 —5,462 —599 oe tigers 

o iati 3 6 ) a November 1950 
ae pleity pti aa ane ae Thily spot market prices "Average of Wednesday figures _ n.a.Not available 
2End of month 5Annual rate 8From July 1 to end of month indicated p Preliminary 


Sources: Association of American Railroads; Bureau of Agricultural Economics; Bureau of Labor Statistics; Department of Commerce; 
F. W. Dodge Corp.; Federal Reserve; National Machine Tool Builders Association; Treasury Department; ‘THE CONFERENCE Boarp 
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FINANCIAL NOTES AND FOOTNOTES 


Support for the Federal Reserve 


The Director of Mobilization, in his recently issued 
report for the fourth quarter, and the President, in 
his State of the Union message—whether so intended 
or not—have lent support to the Federal Reserve 
authorities in their money market stand. This they 
have done by another and very positive reiteration of 
their belief that inflation is “just around the corner,” 
and will catch us unaware if we are not on the watch 
for it. 


The Reserve System has to this date held out better 
than a great many had expected. 


It has remained relatively aloof from the govern- 
ments market, while several issues have hit successive 
new lows. It has been unmoved by increases in rates 
that customers have to pay their banks. It has not 
been visibly disturbed by the uncertainty many have 
felt about the ability of corporations to obtain the 
capital funds they need in the securities markets. It 
has done all this at a time when uncertainty, not ram- 
pant inflation, has been the order of the day. 

We are now well into the period of heavy Treasury 
tax receipts, which should be quite substantial this 
quarter by reason of recent increases in rates and the 
accelerated rate of payment under the Mills plan. This 
is, however, also the time of the year when funds in 
substantial amounts tend to become immobilized in 
the tax and loan accounts of the commercial banks. 
Larger and still increasing federal expenditures, how- 
ever, will serve to limit the trend this year. In the 
early months of the calendar year, business normally 
is able to reduce bank loans with which it has been 
carrying seasonally large inventories. But the extent 
of inventory reduction this year is in some doubt, and 
business may need to borrow moderately to meet 
accelerated corporate income-tax payments. Con- 
tinued heavy capital outlays appear likely to sustain 
demand for funds from the long-term market. 

All this seems to add up to a moderately tight 
money market situation for some time to come. But 
if, as now seems likely, the Treasury will not need 
for some months to borrow new funds on a large 
scale, pressure on the Federal Reserve from that 
direction may not increase in the way it might should 
the bond market be called upon to absorb large new 
issues of federal obligations. The fact remains, how- 
ever, that it is anybody’s guess how much further 


prices of governments would have to decline before 
the public would appear as vigorous buyers. And 
there is the added question as to how much further 
the Reserve authorities are ready to permit govern- 
ments to decline without affording large-scale and 
continuing support. 


In general, it may be taken for granted that the longer 
the lull in the inflationary boom, and the more pronounced 
it becomes, the more the pressure is likely to be upon 
the Reserve authorities. 


But Suppose Scare Buying Is Resumed— 


The President and his advisers are by no means 
alone in their apparent uneasiness about the possi- 
bility of another round of scare buying or of some 
other sudden and quite substantial upsurge of con- 
sumption expenditures. Such a development could 
easily occur without stimulation from the banks or 
the money market. 

The growth of the money supply was enormous 
during the war and, in some degree, since the end of 
hostilities. This, and excellent current earnings render 
consumers largely free of dependence upon lending 
agencies of any kind. By the middle of 1946 we had 
acquired a privately held money supply of $157.8 
billion. By the end of 1948, the figure had risen to 
$169.1 billion. At the middle of 1950 the amount 
was $170 billion, and by the middle of 1951 it had 
risen to $174.7 billion. It is now around $185.7 billion. 

Figures such as these must, of course, be interpreted 
with circumspection, since they are a conglomerate of 
currency, demand deposits in financial centers like 
New York demand deposits in rural areas, and time 
deposits both in commercial banks and mutual savings 
banks. It is evident, however, that funds of any of 
these magnitudes can support enormous activity. 


Indeed, more detailed analysis of the situation strongly 
suggests that the booms and recessions of the postwar 
years were definitely more matters of the degree in which 
available funds were employed than of postwar changes 
in the volume of money available to the general! public. 


The debit and deposit turnover figures compiled on 
a seasonally adjusted basis by the Federal Reserve 
Bank of New York are enlightening on this point. 
Take the data on banks outside New York City— 
commonly regarded as more indicative of what is tak- 


BUSINESS RECORD 


ing place in the economy as a whole than comparable 
figures for New York City or for the country as a 
whole (which would, naturally, include New York 
City data). Between the beginning of the first post- 
war year and the peak of the debit figure in August, 
1948, demand deposits in these outside banks rose 
only about 8.5%. The rate of turnover of these de- 
posits rose 25.5%—to give an increase in total debits 
to these deposit accounts of 36.3%. 

From August, 1948, to the end of 1949 (when debits 
reached the low point in the recession that ran its 
course during about those months) demand deposits 
continued to rise, the increase coming to roughly 8%. 
The rate of turnover of these funds, on the other hand, 
dropped some 11%. 


Considerable recovery took place, it will be recalled, 
between the end of 1949 and the outbreak in Korea 
at the middle of 1950. During these months, debits 
to outside demand deposits rose about 16.7%; de- 
posit turnover increased 11.8%; deposits rose only 
4.37. 

During the boom from the outbreak of war in 
Korea to the withdrawal of consumers from civilian 
markets in the spring of last year—i.e., from June 30, 
1950, to the end of April, 1951—deposits rose 1.5% 
while the turnover rate was up nearly 12.5%. During 
the lull since April of last year, deposits have con- 
tinued to rise, registering an increase of not far from 
10%. The rate of turnover declined 5.7%. 

Actually, debits to demand deposits at the end of 
last November, as reported by the Federal Reserve 
Bank of New York on a seasonally adjusted basis, 
stood at the record total of $88.3 billion. An increase 
in the rate at which demand deposits are being used— 
say of 6% to bring the rate of activity back to where 
it stood last April—would, without any further en- 
largement of the deposit figure through borrowings, 
raise debits to the staggering total of $93.6 billion. 

In existing circumstances, such a stimulus must 
be expected from the rank-and-file consumer rather 
than from business. In the first place, business seems 
to be now rather fully utilizing what cash it has at 
its disposal. In the second place cash has been ac- 
cumulating for some time in the hands of individuals 
and in personal accounts, rather than in corporate or 
even business accounts. According to the Federal 
Reserve, currency and deposits in personal holdings 
rose some $2 billion during 1950; the increase in busi- 
ness holdings was only about half a billion. 

According to the Securities and Exchange Commis- 
sion, individuals whose enlarged savings earlier in the 
year had taken the form of debt reductions have of 
late months been accumulating currency and bank de- 
posits. A sharp rise in deposit turnover would result 
should the rank and file, bolstered by such liquid 
holdings, decide to spend their substantial current in- 
comes freely. A boom generated by heavy consumer 
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spending would lend a certain psychological support 
to anti-inflation measures, but . . 


. .. Pity the Poor Federal Reserve! 


If inflation of this type develops what could the 
Federal Reserve system do to combat it? A neutral 
attitude would no longer appear to be in order. Psy- 
chological influences aside, there would appear to be 
but one avenue of approach to the problem of dis- 
couraging a consumers’ goods boom: by not only put- 
ting an end to further increases in the money supply 
but also actually reducing it. This the Reserve banks 
can now do only by substantial net sales of govern- 
ment obligations. 

Suppose the rise of the need for such action were to 
coincide with the need of the Treasury to come into 
the market for new funds. Such a concatenation of 
circumstances is certainly not fanciful. Indeed, it is 
plainly implied in forecasts of (1) a large Treasury 
cash deficit during the second half of this year; and 
(2) another wave of “scare buying” by the general 
public some time later this year. 

‘Heavy consumer purchases would release substan- 
tial funds to owners of burdensome inventories and 
enable many borrowers at the banks to reduce their 
indebtedness. If the banks did not replace such loans 
with other loans (such as possibly to enable manufac- 
turers or distributors to meet the demands of the 
civilian economy) or with other types of investment, 
the money supply would automatically be reduced. 

Such a reduction is, however, not altogether likely 
in the presence of a passive Federal Reserve credit 
policy. When “excess reserves” become really exces- 
sive, the pressure to put some of the idle money to 
work becomes almost irresistible. Should commercial 
banks take up a substantial part of any fresh Treasury 
borrowing, even if the Reserve banks remained on the 
side lines, the result would be to feed the boom, or at 
best build up a backlog of cash and other easily con- 
vertible assets to finance a boom as soon as the re- 
armament program is complete—much as happened 
after World War II. 

The orthodox remedy, of course, would be for the 
Reserve System to sell enough of its holdings of gov- 
ernments to prevent the rise of any great excess 
reserves stemming from a curtailed volume of loans to 
business—incidentally forcing the price of Treasury 
obligations down to where the nonbank public would 
take them up in preference to consumer goods. 


But would such a course be politically feasible? Or are 
those critics right who predict that a crop of special or 
"selected" credit restrictions or restraints will be enacted 
during the next twelve months, or possibly even during the 
next half year? 


—F.W. J. 
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Labor Force and Employment, Standard Metropolitan Areas, 1940-1950 
SS ieee: OSS Le OF a ee 


Total Labor Force | Women in Labor Force Occupational Distribution of Employed Persons, 1950 
Median 
malt Z Income 
% of All Women! fie Unem: Pr Ome 0 


F ployment, Clerical] Crafts- d ; li 
Standard Metropolitan Area 1950 bbe ate ers, Of. eT eet a Bervice = ies 
Technical] Proprie- | Sales Foremen | Workers? 


tors 


ment, 
Number, | Change, | Number, 1950 
1950 {1940-1950} 1950 


——$—$—$—$ |} —$——_—_—— 


bs Thou- 
aed Per Cent ans Lee ae Per Cent | Per Cent |Per Cent| Per Cent | Per Cent |PerCent Dollars 


10.0 10 8 22 Nes 34 9 3,527 


Akrons:Qhiow said ta canon ie 167.4) 20 45.2 157.0 ia 4 3.577 
Albany-Schenectady-Troy, N. Y...| 214.0 4 65.4 203.9 ae Ml i a i c 7 | 3364 
Allentown-Bethlehem-Easton, Pa..} 192.9} 15 56.6 183.8 ‘ ii a 3 98 15 2.959 
AtlantayGa tre: qn ere een eee 276.9 19 94.2 265.5 9.6 10 oa * 28 18 3,254 
Baltimore; Mdeiessese eae 555.0 16 173.8 520.2) 31.4 9 10 an 7 a 14 2°839 
Birmingham, Ala................ 214.9| 18 60.6 205.2) 8.9 9 10 — 
3 56.1 12 11 25 16 24 11 » 
Boston#Mass*sac3 cc ee ee ake - os ol sytee 3 - a i ibs 5 3,486 
Bulalo Navarre oe. encore ; : E : "051 
Chicago pleted te. nc aes 2,479.91 13 | 752.0 2,357.1) 112.1 8 9 2: ui 80 °r 4 se 
Cincinnati, Ohio................ 384.9 15 117.3 365.9} 18.7 10 9 S i as ‘6 Sool 
Cleveland} Ohio; :............-.- 638.8 13 190.8 609.2} 28.9 11 11 ; is Gg re Saba 
Columbus Ohionseaeee eee 211.0} 31 68.8 200.6} 9.1 11 10 2 iy fy i ete 
Dallastel exe crc cans, soiree cant Q77 A 50 94.4 269.6 fore 10 12 a cc ote ; oe 
Dayton; Ohiower esac scene 193.8 41 57.6 186.3 6.3 11 9 ae Se ‘: mph 
Denver Gologe Seren 4 ee 231.8 37 72.3 921.7 7.6 13 14 25 oi ape 
Detroit Mich2 eee eee 1,259.9 22 343.5 1,175.0] 82.2 9 9 vad ; ae - meet | 
Hartford Conneees.. bes ce. ates. 166.1 23 57.5 156.7 9.1 11 10 29 5 Be o “fe 
Houston#lexvee ee eee 336.9 43 97.1 $21.7; 12.6 11 10 te 7 fe ie map 
Indianapolis; Indian. ee ae 248.1) 23 84.2 239.8) 8.1 12 11 = 4 a gee 
iKansasi@ity. Mop eee 352.9 15 114.1 340.3] 12.0 8 11 8 re ct “= sp 
Los Angeles, Cal................. 1,863.5 49 577.1 1,711.3] 141.8 12 11 24 i + yet 
Louis villeyk yep faeces 228 .0 19 64.3 216.5) 10.4 8 10 23 5 oe te papel 
Memphis, Tenn..................| 208.5] 28 65.3 186.2} 9.4 rf 10 25 14 4! i ane 
Miamithlaw ese ee ee |) 2l6el 75 68.4 201.0} 14.4 9 15 24 14 ap 
Milwaukee, Wis................. 396.7 Q1 123.6 384.1) 11.8 10 9 24 17 * a pape 
Minneapolis-St. Paul, Minn....... 483.8 18 164.0 466.6} 16.3 11 10 29 15 = iZ ape 
Nashvilles Tennessee oss. 133.0} 24 44.6 127.4, 4.7 9 11 23 15 reer 
New Orleans, La................. 270.2 12 85.2 252.3] 16.5 9 349 | 24 13 26 i ee, 
New York-Northeastern N. J..... 5,756.1 8 | 1,888.3 5,397.0} 348.8 12 11 26 18 27 < eace 
Norfolk-Portsmouth, Va.......... 01.4 74 47.2 144.3 9.0 f 11 22 20 26 eae 
Omaha® Nebo. 151.2 12 45.7 146.1 eS ay fi 10 165} 29 15 24 9 e 
Philadelphia; Passo eeneeeee ne 1,528.7 9 484.7 1,446.8] 78.2 10 10 23 16 29 10 al 
Pittsburgh bases eee eee 870.9 6 209.3 821.4) 48.1 11 9 22 17 $1 9 - 
Portland Ores en en 304.1 39 90.7 282.2) 21.1 11 15 23 16 25 11 3,465 
Providence, Rh. Lae... 326.8 fh 113.0 302.2) 24.1 8 9 20 16 39 8 3,194 
Richmond Va eee ee eae 145.7 18 54.4 137.8) 7.5 11 10 Q7 12 25 14 3,396 
RochesterUN oY 5 e4 spe 212.3 10 70.5 201.5) 10.6 13 10 23 17 28 8 8,788 
Stz Louis Momence 709.1 12 234.0 667.3) 34.5 8 10 24 138 81 12 3,238 
San Antonio lexan ates 190.7 36 55.8 172.3 6.3 8 11 22 16 28 13 2,584 
San:Diego: Cally meee sa er. aol 83 59.3 178.9) 18.7 138 14 20 17 23 11 $3,449 
San Francisco-Oakland, Cal....... 971.0 44 301.7 883.2} 72.2 13 12 27 16 21 11 3,817 
SeattleN Wash: 0m 5 .2als ce oe: 313.3 40 92.3 283.1) 24.3 12 18 Q7 15 21 12 a A i fs 
Springfield-Holyoke, Mass........ 175.5 8 57.5 165.7; 8.1 9 8 21 18 32 ll 3,393 
Syracusew Nave ee ee, 146.4 18 44.3 138.5 Was 13 10 25 15 26 9 3,434 
Tampa-St. Petersburg, Fla........ 152.1; 31 50.0 141.1) 7.9 8 15 23 14 25 18 2,395 
ToledosOQhioweek ee ora ote 171.8 18 49.7 161.1; 10.5 9 10 22 17 $0 1l 8,837 
Washington, D.C............... 685.9 46 240.6 622.5) 23.4 15 8 34 12 16 14 4,130 
Wheeling (W. Va.)-Steubenville(O.)| 134.0) -3 32.4 127.5) 6.3 6 ll 18 18 37 8 3,175 
Wilkes-Barre-Hazelton, Pa........ 149.0} -14 43.1 188.1) 10.7 7 8 16 13 50 6 2,841 
Youngstown, Ohio............... 213.6 14 49.4 202.51 11.1 6 10 19 20 836 8 3,448 
114 years old and over. Including laborers. Source: Bureau of the Census 
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Greatest city gain—San Diego—a growth of 92%, 

Largest percentage of population in school—Birmingham, Alabama—19.4°/, 

Greatest percentage of homeowners—Youngstown—/0%, of occupied units 

Highest median, price for nonfarm single-family homes—Washington, D. C.—$14,000 
Biggest rise in labor force since 1940—San Diego—83%, 
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SS ee ee eee 
Age Groups—Change, 1940-1950 | School Enrolment 


Population 
Standard 
Metropolitan Area hange 
1950 1940- 
950 
In Per 
Thousands} Cent 
Akron, Ohio.......... 410.0} i 
Albany - Schenectady - 

PUOVaING Ir coe. 515.6} 11 
Allentown-Bethlehem- 

aston: [Pane a9 438 .0 10 
Atlanta, \Gac....-..). 668 .2 29 
Baltimore, Md....... 1,336.1] 23 
Birmingham, Ala..... 555.8 Q1 
Boston, Mass......... 2,370.5 9 
Buffalo, N. Y........ 1,090.2 14 
Chicago, Ill.......... 5,494.6 14 
Cincinnati, Ohio...... 903.7) 15 
Cleveland, Ohio...... 1,465.5 16 
Columbus, Ohio...... 503.4] 30 
Dallas; Tex 3.) 3..5.% 614.8] 54 
Dayton, Ohio........ 457.3] 38 
Denver, Colo......... 563.5] 38 
Detroit, Mich........ 3,016.2 Q7 
Hartford, Conn....... 8357.5} 21 
Houston, Tex........ 806.7 53 
Indianapolis, Ind... .. 552.4) 20 
Kansas City, Mo..... 814.5 19 
Los Angeles, Cal...... 4,367 .9 50 
Louisville, Ky........ 576.7) 28 
Memphis, Tenn....... 482.4) 35 
Miami, Fla........... 495.1 85 
Milwaukee, Wis...... 867.4 13 
Minn.-St. Paul, Minn.| 1,112.8 18 
Nashville, Tenn...... 321.7) 25 
New Orleans, La...... 686.7) 24 
New York-Northeast- 

‘Srthin Se Cae ee 12,903 .5 11 
Norfolk-Portsmouth, 

War treee te ih, S22 446 .2 72 
Omaha, Neb......... 365.4 12 
Philadelphia, Pa...... 8,672.5] 15 
Pittsburgh, Pa........ 2,213.2 6 
Portland, Ore........ 705.4, Al 
Providence, R.I...... 737.2 9 
Richmond, Va........ 328.1 25 
Rochester, N. Y...... 486 .6 11 
St. Louis? Mof.c 2. «2. 1,681.3 17 
San Antonio, Tex..... 500.5] 48 
San Diego, Cal....... 556.8) 92 
San Francisco-Oak- 

lands. Cally ose sacs. 2,240.8] 53 
Seattle, Wash........ 733.0) 45 
Springfield-Holyoke, 

HSS ery + Ferseeee oo 408 .2 12 
Syracuse, N. Y....... 342.5] 16 
Tampa-St. Peters., Fla.| 409.1] 50 
Toledo, Ohio......... 395.5 15 
Washington, D.C....} 1,464.4, 51 
Wheeling (W. Va.)- 

Steubenville (O.)....]| 354.2) -3 
Wilkes-Barre—Hazel- 

tOnW Ae citinn cists 392.2) -11 
Youngstown, Ohio.... 528.5] 12 
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10 to 24/25 to 64| Years 


ears 


Years 


and 


Over 


Per 
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Housing 
of Persons 
5 to 24 Years | Total Occupied Owner-Occupied 
As % of _ Dwelling Units _ Dwelling Units 
‘0 
Total As % of All 
Number | Popu- | Number,| Change,| Number, | Occupied Units 
lation 1950 1940-50} 1950 1950 1940 
In Thou- In Thou-} Per |In Thou- 
sands sands Cent sands 
73.7) 18.0 118.4 29 81.8} 69 53 
92.9] 18.0 150.4 14 79.6) 53 44 
74.8) 17.1 125.6 22 79.2) 63 46 
124.9] 18.7 184.4 36 92.7} 50 834 
243.6] 18.2 354.4 26 194.3) 55 44 
108.0} 19.4 153.0 29 76.1) 50 33 
422.6) 17.8 665.6 19 291.1) 44 35 
197.7} 18.1 $10.1 24 176.9) 57 40 
871.3) 15.9 | 1,589.4 20 673.2} 42 32 
157.0) 17.4 282 .4 24 188.5) 49 40 
254.3) 17.4 421.3 20 232.4) 55 40 
82.7) 16.4 144.9 37 77.0) 53 43 
97.2) 15.8 186.6 65 109.2; 59 39 
82.4) 18.0 130.3 42 78.9) 61 47 
99.8) 17.7 170.6 42 93.3) 55 42 
538.7] 17.9 804.7 31 514.9) 64 46 
52.2) 14.6 101.9 32 41.0) 40 33 
136.8) 17.0 236 .4 61 186.0) 58 42 
91.6) 16.6 163.5 4 94.2) 58 41 
130.9] 16.1 954.3 25 151.7; 60 41 
740.0} 16.9 | 1,455.5 56 811.8] 56 40 
100.0) 17.3 168.5 35 88.2} 52 42 
77.9) 16.1 135.2 40 60.4) 45 $2 
70.0] 14.1 158.1) 108 82.1) 52 41 
142.5) 16.4 253 .0 21 124.7) 49 37 
180.2) 16.2 333.8 Q7 195.4) 59 47 
59.3) 18.4 89.0 83 49.7) 56 88 
122.4) 17.8 196.2 33 73.71 38 26 
2,105.6) 16.3 | 3,741.2 19 | 1,165.5) 31 24 
71.5] 16.0 119.3 80 53.4) 45 35 
69.5} 19.0 104.4 17 67.2) 64 49 
639.7) 17.4 985.3 19 635.9} 65 44 
383.4) 17.3 607.0 16 345.4) 57 41 
119.5) 16.9 233.5 45 150.1) 64 55 
180.4) 17.7 211.9 19 95.9) 45 837 
54.9] 16.7 87.5 28 46.6) 53 39 
76.9) 15.8 143.3 18 86.8} 61 AT 
279.3] 16.6 482.3 20 233.1) 48 38 
86.5] 17.3 134.2 58 74.5) 56 42 
98.6) 17.7 169.8 88 87.1) 51 45 
$43.6) 15.3 729.7 58 387.0) 53 41 
118.1) 16.1 240.9 42 149.3} 62 51 
64.6) 15.8 110.3 16 52.8] 48 $5 
63.6) 18.6 98.0 29 54.4) 56 42 
64.2) 15.7 182.5 68 84.7) 64 45 
65.6) 16.6 118.1 23 77.3) 65 50 
236.4) 16.1 393.0 57 167.5) 43 39 
67.1] 18.9 100.7 9 61.8} 61 42 
70.5) 18.0 108.1 6 57.6) 53 43 
91.3) 17.3 145.3 23 101.1' 70 55 
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Source: Bureau of the Census 
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City with the most women in the labor force—Washington, D. C.—42% 


City with most professional and technical workers—Washington, D. C.—15% 
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Survey of Business Experience 


“PRODUCTIVITY STANDS STILL” 


periods under survey—from the start of hostili- 

ties in Korea to date, and from the beginning of 
1951 to date—according to more than half the 137 
manufacturing companies cooperating in this month’s 
survey of business practices. Many of these companies 
indicate that because of incentives or machine speeds, 
employees have been working at a peak level for 
some time. In other instances, favorable factors such 
as increased volume or labor cooperation have been 
offset by deterrents such as labor turnover, shifts to 
defense products, and material shortages. 

One fourth of the cooperating companies, however, 
do report increases in output per man-hour in both 
periods. The remaining companies are split almost 
evenly between those companies reporting lower pro- 
ductivity and those unable to estimate changes, owing 
to such factors as fluctuating product mix, and the 
“tailor-made” nature of their work. 


Peretti has not changed in the two 


SOME SIGNIFICANT CHANGES 


In the cases of both rises and declines, some of the 
changes reported were significant. Productivity rises 
as high as 38% and 31.4% above the levels of June, 
1950, and January, 1951, were reported, as were de- 
clines of as much as 10% and 12%. In most cases, 
however, the changes reported were moderate, or 
approximated “3% per annum.” 

Factors accounting for many of the reported pro- 
ductivity declines appear to be of a short-term nature. 
They include an influx of inexperienced help, material 
restrictions, and starts and stops in production owing 
to design changes. (See Table 1, page 73.) 

Increases in productivity were attributed mainly to 
new machines and equipment, new processes and 
methods, and union and labor force cooperation. 
Other factors reported by cooperating companies as 
having contributed to higher productivity were finan- 
cial incentives, supervision, and management efforts. 
(See Table 2, page 74.) 

Labor appears not to differentiate between defense 
and civilian work, according to survey cooperators. 
This is partly because the same items are being pro- 
duced for defense as for civilian use. Some companies 
experiencing lower productivity on defense work con- 
sidered the situation temporary, and attribute it to 
cheir workers’ inexperience in making new products. 

Cooperation by the labor force and unions toward 
increasing productivity is generally considered good. 


Half the executives reporting on this point say that 
they receive “good” to “excellent” cooperation. A third 
of the companies surveyed receive “some” cooperation. 
But the remaining companies report either no cooper- 
ation, or actual resistance to suggestions aimed at im- 
proving productivity. 

There are some indications that the plant labor 
force is more “reasonable” in accepting productivity 
suggestions than the unions. And a number of manu- 
facturers complain that labor extracts the benefits of 
changes that should result in higher output. 

There has been no discernible trend in labor’s de- 
sire to produce since the start of hostilities in Korea, 
nor has there been any noticeable let-down since the 
start of the armistice negotiations. 


PICTURE SINCE KOREA 


Despite the heavy capital investments of the past 
year and a half, unit output per man-hour over the 
period remains the same for more than half of the 
137 cooperating manufacturing companies which are 
able to evaluate their productivity. According to an 
air conditioning equipment manufacturer: “All this 
noise about ‘annual productivity increases’ is strictly 
phony—just one more device upon which to predicate 
a wage factor.” 

However, a fourth of cooperating companies report 
productivity increases since June, 1950 and January, 
1951. The greatest since June, 1950 have been 38%, 
257%, 16%, 15%, 14%, and 12%. And, since January 
of last year, 31.4%, 27%, 20%, 14% and a number 
of 10% increases. A mining company reports the 
38% rise, and attributes it “about half to moderniza- 
tion, half to increased volume.” The 31.4% gain, in an 
apparel company, is due to the fact that productivity 
was depressed in January, 1951, by “great numbers 
of inexperienced help.” In the past year these em- 
ployees have gained production experience and have 
made up the loss. Productivity is now 7% above the 
pre-Korea level in this company. 

Most increases, however, were termed “slight” or 
fluctuated about the “3% per annum” productivity 
gain. Typical of these figures are: 0.4%, 1.25%, 2%, 
several of 3%, 4% and 5% since pre-Korea levels; 
and 1%, 3%, 4% and 5% since January of last year. 

One out of eight companies able to evaluate their 
productivity report declines from the rates of June, 
1950 and January, 1951. Though generally smaller 
than the increases reported, some declines were sig- 


BUSINESS RECORD 


nificant, ranging to 10% and 12% below the levels of 
a year, and a year and a half, ago. Two of these 
largest drops took place as a result of “pirating of 
experienced labor” and the “elimination of incentives 
by the union.” 

Indications are, however, that many of the declines 
in productivity are temporary, resulting from inexperi- 
enced help, labor turnover, and slow starts and design 
changes, especially on defense work. 

Some of the declines are attributed to poor ma- 
terials and material shortages. As one company noted: 
“Shorter runs under government material restrictions 
require more setup time.” 


FACTORS RAISING PRODUCTIVITY 


The primary factors reported as increasing the pro- 
ductivity of employees were new machines and equip- 
ment, new processes and methods, and better labor 
force and union cooperation. 

Of those cooperating companies reporting increases 
in productivity, most thought new machines and 
equipment made the greatest contribution. In some 
industries such as textiles and petroleum, executives 
state that “the kind of human labor involved con- 
sists mostly of men watching instruments and adjust- 
ing controls, and wide variations in output can be 
accomplished with relatively minor changes in the 
expenditure of employee effort.” 

The belief of most companies experiencing rises in 
productivity is expressed by an instruments and 
controls executive who writes, “Real improvement in 
productivity rests with management and its ability to 
expend the funds necessary for new machines and 
equipment.” 

Similarly, an electrical machinery producer notes 
that “our productivity does not change except as we 
provide new machinery and better working condi- 
tions.” Two chemical companies agree, finding that 
enlarged capacity and “automatic facilities” were the 
most important factors in their productivity rises. 
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New manufacturing processes and methods are 
cited as the second most important factor in raising 
productivity. 

A chemical manufacturer, for example, writes: “New 
equipment and improved methods largely account 
for our higher productivity.” And a miscellaneous 
metals company reports its productivity rise is 
“largely due to improvements in equipment use.” 

Although new equipment and production planning 
are given most weight, some companies give much 
credit to better cooperation on the part of their labor 
force and unions as the major reasons for higher 
productivity. A machine tool company believes 
“better employee morale and a spirit of cooperation” 
account for its gradual rise in productivity. And 
“very good cooperation from both the labor force and 
union” is the sole reason for the 16% rise in pro- 
ductivity since Korea experienced by an industrial 
machinery company. Another industrial machinery 
company also notes that “the labor force seem aware 
that their jobs and the company’s welfare depend on 
good production.” 

But a paper products company disagrees, stating 
that its “increased productivity has nothing to do with 
the labor force, as such.” And, according to an auto- 
mobile equipment executive, many technological 
changes have merely passed benefits along to the 
worker, “with the result that he has simply earned 
his daily wage with greater ease, and without any in- 
crease in productivity.” 


Incentives 


Financial incentives, as a spur to worker output, 
received enthusiastic comment from some manufac- 
turers. 

“It’s magnificent,” writes a nonferrous metals pro- 
ducer. “If anyone wants a good reason for having 
an incentive plan, he can see it here. Give your 
men a chance to make money, and they will—but at 
the same time keep productivity at top limits.” 
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Table 1: Reasons Given by 9 Companies for Their Productivity Declines 


Amount of Decline Since: 
Industry and Company 
June, 1950 | January, 1951 


Principal Factors Contributing to Decline 
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Electrical machines company.......... slight severe Inexperienced employees ; +e i 

Industrial machinery, general, company n.d. 10% Elimination of incentives by union (now reestablishing, expect rise) 

Machine tool company.............-- slight slight Inexperienced employees ee 

Railroad equipment company......... 25% 14% Defense work requires greater care, harder and longer work, producing above 
most economical capacity ; 

Steelicompan Varese sits eae oe slight slight “Slow downs” and little cooperation from labor 4 

Miscellaneous metals company........ 12% 10% “Pirating” of experienced employees by other companies 

Ghemical(companyer seen ile slight slight Volume decline—reduced overtime 

MextilecOmpanyery-is aces eitteis sia 3% no change | Production change delays, inexperienced employees 

Miscellaneous nonmetals company..... 5% aX, Labor turnover 


n.a.Not available 
Source: THe CONFERENCE BoarpD 
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Bone eS A ete Bn ee ee 
Table 2: Reasons Given by 38 Companies for Their Productivity Increases 


Amount of Increase Since: 


Industry and Company Principal Factors Contributing to Increase 


June, 1950 | January, 1951 


Air-conditioning company............ n.d. some Volume increase permits smoother material flow 
Automotive equipment: ‘eats 
Cop A Nines. 9 ERR n.d. 3% to 5% | Consumer price increase—employees work harder to make more money on 
piece wor : 
defense Sete none 171% 4.6% Since June, 1950: 14% methods, 3% labor efficiency ; 
Co Since January, 1951: 5% methods, offset by 0.4% lower employee efficiency 
CLVINAN, ricco opps nner es 1% to2% | no change | Since January, 1951: 3% methods, offset by 3% decline in employee efficiency 
Electrical supplies: q , ae 
(bd acoso de obi ode o COE OES. G3 slight slight igi program of cost reduction, improved supervision, better labor 
relations 
CO8 Ba ee ie a eae n.d. 10% Increased incentive coverage, supervision 
Con GN socio ais ais erences aaaenetet 5% 5% Improved labor-management relations 
Industrial machinery, general: : 
Care Ate eine ee see slight slight Labor cooperation Cae : ‘ 
COn Bee sks 3 Sree een slight slight Tooling, methods, employee confidence in piece rates—won’t change with 
higher output 
Com ORF Be Bi Ate eR eins 3 15% no change | Very good labor and union cooperation : 
Industrial machinery, specialized, com- 5% 1% Equipment, materials, supervision, new methods and devices on defense 
production 
Instruments and controls: 4 
COA ee ein 035 Shek e tains as: slight slight Incentives, volume encourages worker to produce more; can’t work himself 
out of work 
CORB 2e Pere Ey evs ROS slight slight Improved techniques, machines 
Machine tools: 
Hl con Saree oe ee Pee Pane slight no change | Volume increase, worker assured of work 
COMBE Ce a eee slight slight Machinery 1 ; 
CoG Co ee te Aa So 10% 10% Volume—more work ahead of each machine, less time lost 
(Ore Dic 5 5 ee hata ane ee eee) Pe slight slight Technological changes, improved standards, better employee morale 
Nonferrous metals company.......... 5% 10% Managerial action in improving planning, sales administration; new equip- 
ment, modifications on old 
Ofee equipment company............ some some Methods, tooling, normal increases in labor’s training and efficiency 
teel: 
Com Ant ce oe ee 1.38% 1.38% Improvements in equipment and quality of raw materials 
COND eee ee ers cone ee ear slight slight Technological improvements 
Miscellaneous metals company........ n.d. slight Methods improvements 
Apparel: 
(OHS He ee oda Ha Snore or eee re slight slight Supervision, more conscientious working force 
Since June, 1950: improved meth 
CoB Re rte ee ee 1% 31.4% Since January, 1951: productivity low owing to inexperience of employees— 
sharp rise attributed to employees’ gain in experience 
Chemicals: 
Sod, Ontomp teens eee ae 3% 2% Equipment, methods, labor—after management agreed to wage increase and 
fringe benefits 
Cong 3B Merrie peat rat spoitas shew an slight slight Better equipment and supervision 
LPM Oie. 5 Saas Ay a em 25% 14% New plant with automatic and continuous facilities. Partly labor, but labor 
application now at a minimum 
. ce DA eeepc ces neesees le ATE Meta slight no change | Technological improvements, enlarged capacity, variations in product mix 
COM AR ene tore ihe de Samet e 14% 6% Technological changes in production methods 
Co. Beer ccm ene on ok kan © 5% no change | Labor cooperation and morale 
Mining company.................... 38% 27% Since June, 1950: modernization, increased volume 


Since January, 1951: 10% modernization, 17% seasonal factors 


Coss A Siew ec citrcectoxnt ia eee no change |some to 20%| Machines, materials handling 
COs, Beare iin ruses eo othe oc 1% 1% Modernization, faster machine speeds 
(Of | Cetin ape Nise lalen soe aed 3.5% 4% Technological advances, administration, labor 
Petroleum 
eA tree pee er a ee some some Equipment—labor not a major factor: can vary productivity (output) great 
with little additional labor application 
Cots Bree ner a tec atee et ehiyale eee some some 
Cori CR ec Wyte te cen eae some some All petroleum producers report the same as Co. A 
Cosy, D Feira «iin secre aa tices some some 
Miscellaneous nonmetals company..... 15% 10% Technological and methods improvements 


n.a.Not available Source: Tur Conrerence Boarp 
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Less enthusiastic, other executives state that “pro- facturer finds that “the incentive system encourages 
ductivity increases are owing in part to the installa- the individual worker to produce a full day’s work.” 
tion of incentives.” And an office equipment manu- Some companies currently without incentives are 
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planning to establish, or reestablish, them. An in- 
dustrial machinery company, which has never found 
it possible to install an incentive system in its heavy 
machinery shop, has been studying suggested plans 
to accomplish this, and is “hopeful we can overcome 
the difficulty in the next few months.” 

A second industrial machinery company had its 
incentive system eliminated upon negotiation of a 
union contract. Faced with a 10% decline in pro- 
ductivity in the year following, the company is “cur- 
rently reestablishing incentives, and we expect that 
our productivity will increase considerably.” 


Supervision — 


Improvements in supervision, too, have resulted in 
better productivity. The slowly improving produc- 
tivity of an apparel manufacturer, for example, is 
coincident with “gradually improved supervision.” 

Similarly, the higher productivity of an electrical 
supplies company is accounted for by “improved super- 
vision” in conjunction with an “organized and con- 
tinuing program for cost reduction and better em- 
ployee relations.” 


Other Management Efforts 


Illustrating management activities that can con- 
tribute to increased productivity, a nonferrous metals 
company writes that “managerial action in improved 
methods of production planning and sales administra- 
tion” is the most important factor in a 10% rise in 
productivity in the past year. 

And according to a paper manufacturer, “adminis- 
tration and technological advances” are the primary 
reasons for a 4% rise in productivity since January, 
1951, and a 3.5% rise above pre-Korea levels. 


Volume 


Both increases and decreases in volume have helped 
raise productivity. An instruments and controls ex- 
ecutive states that “the pure matter of volume always 
helps to encourage employees to be more productive 
because they do not have the hesitancy about work- 
ing themselves out of work.” 

Besides this, however, an air-conditioning company 
reports that its productivity rose because “increased 
volume permitted material to move more smoothly;” 
and a machine-tool producer adds that “with more 
work ahead of each machine, less time is lost.” 

On the other hand, an automobile equipment com- 
pany which has lost volume and reduced its work 
force finds productivity has risen. “A factor,” ac- 
cording to an executive of this company, “may be 
that our employees are anxious to turn in a good 
performance to avoid being laid off themselves.” 

Another factor which may tend to raise produc- 
tivity when operating at lower volume is reported by 
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an instruments and controls manufacturer. “Through 
the process of reduction of your over-all personnel, 
you automatically keep the older, more experienced 
employees where greater productivity should apply. 
We have invariably found that productivity is at 
higher levels when volume is low.” 


Cost of Living 


An unusual productivity factor—the rising cost 
of living—is boosting productivity. An automobile 
equipment manufacturer attributes a 3% to 5% rise 
in productivity over the past year to the “fact that 
consumers’ prices have increased, and the labor force 
has been willing to spend a little more effort at piece 
rates to earn more money.” 

Working under an incentive system, an industrial 
machinery company reports that “recent increases in 
productivity are more the result of the increased 
cost of living than anything else. Thus, any increase 
in productivity we attribute solely to the individual’s 
requirements, since the individual’s productivity is 
largely determined by himself.” 


PRODUCTIVITY RETARDANTS 


The principal retardant to increased productivity 
is the labor shortage, with attendant pirating of labor, 
the use of inexperienced labor, and changes in workers’ 
attitudes. 

Owing primarily to its effect on the attitude of em- 
ployees, the labor shortage has impaired productivity, 
according to an automotive equipment producer. “The 
easy availability of alternate work depressed produc- 
tivity. Recently, however, layoffs in this area have 
reduced turnover figures,” he continues, “and we ex- 
pect a slight rise in productivity in the coming 
months.” 

Other manufacturers write that “there appears to 
be a growing inattention to efficiency and application 
to assigned tasks.” And, according to a machine tool 
executive, “Machinists are in such great demand they 
won’t stand pushing. They are making more money 
than ever before, and are very much inclined to take 
things easy.” 

But in the case of a miscellaneous nonmetals pro- 
ducer (abrasives), his productivity decline is at- 
tributed not to failings in worker attitudes, but 
“chiefly to the turnover of workers on specific jobs 
due to requirements to assign work to people on a 
seniority basis, heightened in part by the high rate of 
quits.” 

Because of the labor shortage, inexperienced work- 
ers are being recruited heavily to staff expanded fa- 
cilities, and have had a marked effect on productivity. 

“The decline in productivity is not with the skilled 
employees,” writes an engine and turbine manufac- 
turer, “but is due to the large number of untrained 
employees who are pulling the average down.” 
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Table 3: Reasons Given by 8 Companies for Their Mixed Productivity Changes 


Productivity Changes Since: _. 
Industry and Company Principal Factors Contributing to Changes 


June, 1950 | January, 1951 


Engines and turbines company........ increase |slightdecline| Inexperienced employees since January, 1950 


Heating and plumbing: 7 ; , 
COMPA ee Cr ncn aid ck ees 2% increase| 3% decline | Decline: seasonal factors, labor turnover 


(Gry Io hase RNs eS eeaees oe ee increase |slightdecline| Decline: shift to defense work, poor materials, more setup time required on 
shorter runs under restrictions 
Machine tools: : , (Peed 
(COMA rk ck yitaast seria ese ccea acca 8% decline |5% increase] Inexperienced employees depressed output until January, slight rise since 
due to experience gain by employees . 
Cox Breen 2 tee eines see ak, 8% decline |1% increase] Same as Co. A: expect to reach pre-Korea level by midyear, 1952 _ 
Steclicompany em fece “Gaetan 12% increase] 3% decline | Rise zines June, 1950, due to technological improvements; decline not 
explaine ; ; 
Miscellaneous metals company........ 5% decline |5% increase| Decline: new designs, product mix, inexperienced employees; increase due to 
more stabilized character of work , . : 7 
Mextiles/ COMPANY ve.5 sii ae ee ce 3% decline |1% increase] Increase: methods, machinery and equipment, installation of incentives; 


decline not explained 
gi seo Dn i IE cm ae ae I 8 Ei lh eee EE Bag 


Source: THE CONFERENCE Boarp 


In addition to “weighting the productive average 
with inexperienced help,” there is the added factor 
that productivity suffers because, as in an instruments 
and controls company, “older employees are utilized 
for training purposes, and their full productive bene- 
fits are not obtained.” 

Although a miscellaneous metals executive reports 
his productivity to be suffering badly because “ex- 
perieneed help is being pirated to other jobs,” a 
machine-tool company reports a basic objection to 
the type of employee it finds currently available: “All 
too many are more interested in building up unem- 
ployment compensation credits than in earning a 
living or learning a trade.” 


Volume, Product Mix, and Taxes 


While increased volume has helped some companies 
to achieve higher productivity, a railroad equipment 
company blames most of its drop in productivity on 
“the fact that we have been producing at a rate 
above our most economical capacity.” 

And some companies whose volume has dropped 
find, generally, that productivity has dropped, too. 
A nonferrous metals company which has reduced its 
work force owing to material allocations, attributes 
this to the fact that “there is a tendency throughout 
the plant for the people to try to make their work 
last as long as possible.” 

While a chemical company writes that “variations 
in product mix” have helped to raise productivity, a 
miscellaneous metals producer reports that the intro- 
duction of a “change in the assortment of products, 
and a transfer of manufactures between plants” were 
a big factor in a 10% decline in productivity from 
the pre-Korea level. 

Citing another cause for falling productivity, a 
second nonferrous metals manufacturer writes: “If 


anything, our employees are inclined to slow up be- 
cause of dissatisfaction with the excessive taxes.” 


LABOR AND UNION COOPERATION 


In general, unions and the labor force are cooperat- 
ing to improve productivity, according to cooperating 
companies. Half of those reporting on this point say 
they get “good” to “excellent” cooperation. 

Typical of this group is the chemical company which 
writes that its union has “repledged itself to do every- 
thing possible to produce more economies and effi- 
ciencies. Based upon past experience, it is a sincere 
pledge which we believe will be carried out.” 

Excellent cooperation is also received by an auto- 
motive equipment company which is suffering from 
material restrictions, inexperienced help and crowded 
production schedules. “We consider it remarkable,” 
writes an executive, “that under these conditions we 
were either able to hold our productivity at a con- 
stant level or, in the case of defense work, increase it 
by a rather substantial amount.” 

Similarly, another automotive equipment company 
receiving “the best kind of support” from its labor 
force and stewards in maintaining production, reports 
that “the labor committee has been willing even to 
permit us to fire people who were unquestionably 
soldiering on the job.” 

However, labor force and union cooperation may 
not necessarily lead to better productivity, some com- 
panies point out. In the case of a heating and plumb- 
ing supplies company, an executive writes: “I think 
there is real desire on the part of our union to co- 
operate in increasing output, but I cannot find that 
it has any measurable effect.” 

The answer to this may lie in the comment from 
an instruments and controls executive who believes 
that “the union endeavors to be cooperative, but this 
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does not always result in increased productivity be- 
cause the union is continually faced with the problem 
of individual employee complaints. There has been no 
particular change in this labor relations trend for 
the past several years.” 

A third of cooperating companies reporting on labor 
cooperation say they get “some,” or ordinary, co- 
operation in improving productivity. An office equip- 
ment company writes that “we wouldn’t say we have 
had all the cooperation we would like from labor, but 
certainly there has been some. It’s the same as it’s 
been over the years.” 

Other companies, like an apparel manufacturer, 
speak of a “general willingness to cooperate in matters 
of increasing productivity,” and a textile company 
says it “finds no activity on the part of the union, as 
a union, to interfere with our productivity.” 

Some difference is noted between the attitude of the 
labor force and unions toward suggestions aimed at 
raising productivity. This is best expressed by an 
electrical appliance manufacturer who writes: “Our 
labor force has assumed a reasonable attitude toward 
increases in production and has cooperated in a broad 
program of work simplification, but union representa- 
tives are generally indifferent or negative.” 


The Cost of Cooperation 


Labor-force and union cooperation is not always 
easily acquired, according to a chemical company 
executive: “Management’s acquiescence to labor and 
governmental pressure for wage increases and fringe 
benefits has made labor agreeable to production effi- 
ciencies.” 

A steel producer notes that “the extent of cooper- 
ation we receive is directly related to the incentive 
wage rate application.” Similarly, a rubber products 
company finds that it gets cooperation from its union 
only “when we can show them specifically that their 
earnings will increase as a result of added efforts or im- 
proved results.” 


Lack of Cooperation 


Some companies report either that they receive no 
cooperation from their labor force and unions, or that 
suggestions to improve productivity meet actual re- 
sistance. “A union will never try to increase produc- 
tivity or be helpful in such an effort,” is the opinion 
of an electrical machinery executive. 

Other complainants agree with the automotive 
equipment manufacturer who believes that “unfor- 
tunately, throughout industry, attempts by manage- 
ment to increase worker productivity have usually 
been construed by union labor as amounting to un- 
warranted ‘speed-ups.’” A rubber company writes: 
“Any changes attempted toward increasing produc- 
tivity are met with resistance, not in the refusal to 
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operate new equipment, but more in the attempt to 
featherbed.” And a _nonferrous-metals executive 
states: “So far we have not seen any tendency on the 
part of our union to cooperate in increasing produc- 
tivity—even though we have a productivity clause in 
our union contract.” 

But an industrial machinery executive says that, 
despite the fact that he has “not noticed anything in 
the attitude of the union, either officially or in bar- 
gaining,” to lead him to believe the union was giving 
“any consideration to the requirements of the defense 
program or, specifically, Korea,” he has “serious 
doubts that the union could contro] productivity under 
our incentive plan.” 


Defense vs. Civilian Work 


Labor does not differentiate between defense and 
civilian products, according to cooperating executives. 
The productivity on both is the same. 

In many companies, the reason is obvious: “Our 
defense products are the same as our civilian prod- 
ucts,” says an electrical supplies company; and “thus, 
thete can be no difference in productivity.” 

But an automotive equipment manufacturer points 
out, “with conviction,” that there has never been any 
evidence of distinction in employee attitude between 
civilian and defense production: “We found this to 
be true throughout World War II.” 

In some companies, however, lower productivity is 
recorded on defense production. Not alarmed, these 
cooperating companies believe the condition tempo- 
rary, caused by inexperience with change-over prod- 
ucts. Says one: “Our defense work is new, and it takes 
time to achieve maximum labor efficiency.” And an 
electrical appliance executive also notes that “defense 
production suffers from frequent starts and stops and 
design changes.” 


Trend Since Korea 


There is no discernible trend in labor’s desire to 
produce or cooperate since the start of hostilities in 
Korea, according to virtually all of this month’s co- 
operating companies. 

Most of these companies believe their employees 
are relatively unaffected by external conditions, bar- 
ring “all-out war.” 

Only four companies report that they attribute 
slight rises in productivity, or “less labor trouble,” to 
the influence of the Korean war. Many companies 
appear to agree with the electrical machinery execu- 
tive who says, “There has been no great patriotic 
effort to produce since Korea, as this has not been 
considered by labor a war requiring that effort.” 


Henry A. BALKE 
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ABOUT SEASONAL VARIATIONS 


Two types of seasonal variations directly affect the 
consumers’ price index. The first is the normal price 
movement of certain commodities or groups of com- 
modities at various times of the year under normal 
market conditions; e.g., coal and fresh vegetables. 
(Coal prices are ordinarily lower in summer than in 
winter. Prices of fresh fruits and vegetables rise and 
fall with their availability.) 


This type of seasonal price variation is reflected in 


are in season. In the off season, the cost of these items 
is held constant at the level prevailing at the close of 
the regular season until they reappear at the beginning 
of the next season. These seasons vary slightly from 
city to city, because of climatic conditions. 

Since there is usually some downward price adjust- 
ment during the regular selling season, the reintroduc- 
tion of prices usually means an upward adjustment in 
the level of the index. This assumes that there is no 
change in the basic price. 


Months Priced for Seasonal Clothing Items 


Item 


Men’s Clothing 


Suit, tropical worsted......... 
Suit, rayon tropical.......... 


Overcoataes rcs ren tice: Vv Vv 
PROPCOAE rece fo trrcrs ots sons ayesee Vv Vv 
Woolhhosesy- 2s sence. sce: Vv Vv 
Wnion sulte...c eee Vv Vv 
‘Hatsfelt’\..h eee eee Vv V 
Gloves, leather.............. Vv V 


Women’s Clothing 


Dress, rayon gabardine....... 
Dress, rayon print........... 
Dress, rayon sheer........... 
Dress, cotton street.......... 


Coat, heavy fur-trimmed..... 
Coat, light sport............. 
Nightgown, rayon............ 
Nightgown, batiste........... 
Hatsfelt@ eo). oo eee 


Gloves, leather.............. 


Feb. | March | April | May June July Aug. 
v Vv v v Vv 
v v Vv v v 

Vv Vv 

Vv 

Vv Vv Vv 

Vv fete 

v 
Vv v Vv v Vv 

Aes V V v v Vv 

v v 

at poes ata bee, Se 
v Vv Vv v v 

v v Vv See eee | thee 

ae v Vv Vv v v 

v v v v v Vv Vv 


Glovesscottont: 5. cee cee: 


the index as it occurs. The effect of seasonal price move- 
ments is rarely noticeable in the total index as the seasonal 
patterns of the various items seldom coincide, and the 
effect of the price change of any one commodity is 
usually insufficient to cause a sharp rise or fall in the 
total index. 

The second type of seasonal adjustment is usually 
noticeable, however. As the accompanying table shows, 
some items of clothing are sold at retail in large volume 
only during certain months of the year. Because of 
this factor, prices of these items can be determined 
for purposes of computing the index only when they 
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This type of adjustment is usually noticeable since 
the selling season for many of the items starts at ap- 
proximately the same month in the year. As illus- 
trated in the chart, spring and summer clothing items 
enter the market in March, and many of the fall and 
winter items appear in September. 

An example of this type of adjustment was notice- 
able in the September index of consumers’ prices. 
Clothing prices moved up a full one per cent, the major 
factor in the change being the higher prices at which 
winter woolen clothing entered the market in 1951 
as compared with 1950.—L. L. D. 


BUSINESS RECORD 


COST OF LIVING CLIMBS HIGHER 


SIZABLE advance from October to November 
in living costs in ten large United States cities 
is reported by Tue Conrerence Boarp. Its 

consumers’ price index stood at 177.6, against 175.5 
in October and 165.7 in November, 1950 (January, 
1939=100). The jump of 1.2% was the largest month- 
to-month change for the year, with the single excep- 
tion of the January-February rise. 

Underlying this advance was a 2% increase in food 
prices. Food prices are now more than 12% above 
year-earlier levels, by far the greatest year-to-year 
markup. A major factor in this large increase is the 
“parity” loophole in the price control structure. With 
farm prices tied only to parity and parity determined 
in part by food prices, something in the nature of a per- 
petual motion was set into operation. Workers’ wages 
for a substantial segment of industry are tied to the 
consumers’ price index. And since they constitute the 


largest element of production costs for many indus- 
tries, these wages heavily influence the prices which 
the farmer must pay and which help to determine 
“parity.” 

Sundry items, housing rentals, housefurnishings and 
fuel also advanced in price over the month. Clothing, 
in common with most soft goods, carried lower price 
tags in November. 

The ten cities surveyed constitute close to two- 
thirds of the total index weight in the Board’s regular 
54-cities series. The November level of consumers’ 
prices was up about 4% from the beginning of the 
year and stood 7.2% higher than a year earlier. 


EMPLOYMENT TRENDS 


Employment and unemployment both declined in 
December. The explanation for the former lay in 
seasonal curtailment in farming. For the latter, 


Scarce and Surplus Labor Areas 


MANCHESTER 
LAWRENCE- 
LOWELL AREA 
BROCKTON 

B FALL RIVER 
PROVIDENCE 
HARTFORD 
NEW YORK CITY 
POTTSVILLE- 
UNIONTOWN AREA 


SCRANTON- 
WILKES BARRE- 
HAZLETON 


ATLANTIC CITY 
ALTOONA 
CUMBERLAND 


t 


CONNELLSVILLE 


BEAUMONT- 
PORT ARTHUR 
AREA 
O SHORTAGE 


@ SURPLUS LAREDO & 


4 


Source: Department of Labor 
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Consumers’ Price Index for Fifty-four Cities, and Purchasing Value of the Dollar 


Index Numbers, January, 1939=100 


. Clothing Purchasing 
Weighted 
Date Average of} Food Housing! _ of 
All Items Women’s Total Electricity 

{OsOINGUE ee "014.8. "736.7| 132.8| 90.4 59.8 

1950 November.......... 167.2 214.8 116.4 163.38 186.7 132.3 90.4 101.2 A 
December........... 170.1 221.5a) 116.9 4 187.7 132.4 90.4 101.2 161.4 58.8 
Annual average...... 163-4} 208.8] 115.6 5 4] 183.2] 180.5 90.4] 101.8 157.6 61.2 
62.0 58.1 

1951 January...........- 172.2 225.9 117.1 will 138.9 132.6 90.4 101.1 162. 
Pebnary Rrecateeveteteraccr 174.7 231.3 118.1 2 140.3 134.7 90.9 101.0 162.5 57.2 
Marchivsscs aecrdeces 174.1 229.0 118.3 6 140.5 134.7 90.9 101.0 162.7 57.4 
PADIS Sercie-are «cect. 174.4 228.7b) 119.8 9 140.9 134.7 90.9 101.0 163.2 57.8 
Mayle cera ot: 175.1 230.9 120.0r sk 140.6 132.8 91.1 101.3 163.4 57.1 
JUNE Ss nce wieiatceiee 175.2 231.1c} 119.97 8 139.8 133.5 90.9 101.4 163.3 57.1 
DULY Are ror erect caeiouerer te 176.2 232.9d} 121.3 Sif 139.7 183.9 90.9 101.5 163.6 56.8 
AUPUSUM occ eecicoe es 176.2 232.7e| 122.0 .5 139.5 134.27 91.0 101.4 163.6 56.8 
September.......... 176.7 233.5 122.3 9 141.0 134.7r 91.0 101.4 163.7 56.6 
Octoberiytine corre. 177.1 235.0 122.7 : 138.8 135.0r 91.0 101.4 : 163.5 56.5 
November.......... 179.2 239.7f| 123.7 138.4 135.4 91.0 101.6 170. 165.0 55.8 

Percentage Changes 
Oct., 1951 to Nov., 1951...] +1.2 +2.0 +0.8 -0.6 0.3 +0.3 | 0 +0.2 +0.2 +0.9 —1.2 
Nov., 1950 to Nov., 1951..| +7.2 | +11.6 +6.3 +3.7 +1.2 +2.3 +0.7 +0.4 +4.3 +3.1 6.7 
6 Based on food prices for April 16, 1951. ¢ Based on food prices for Sept. 17, 1951. r Revised 


1 Rents surveyed quarterly for individual cities. 
*Includes electricity and a 
a Based on food prices for December 14, 1950. 


Christmas jobs, especially in retailing, absorbed a 
number of those previously listed as unemployed. In 
December, there were only 1.7 million out of work, 
a decline of more than 150,000 from November. Farm 
employment was down more than a half million from 
November, with inclement weather restricting farm 
activity to maintenance and chores. In addition to 
the customary Christmas jobs in trade, there was 
some indication that factory employment picked up 
in December. 


CIVILIAN OUTPUT CURTAILED 


Decreased demand for a wide assortment of goods 
accounted for some spotty unemployment in No- 
vember. The items include articles of apparel, and 
consumer durables such as television, refrigerators 
and automobiles. Reduced allocations of scarce ma- 
terials have also played a part. 

With the rising tide of defense production, labor 
supply continued tight in a number of important 
industrial centers. A short or just balanced labor 
supply was reported in sixty-six production areas by 
the Department of Labor. While this figure is slightly 
lower than seventy-one areas reported in September, 
the six centers where workers are in demand was the 
same for both periods. 


Hartford, Wichita, San Diego—all three important 
aircraft manufacturing areas—are experiencing labor 
shortages. Expansion of aircraft machinery in Indi- 
anapolis and of machinery and ordnance in the Daven- 
port-Rock Island-Moline area has created demand for 
more workers. No decline is foreseeable in labor de- 
mand for the atomic-energy project in the Aiken- 
Augusta area. 


ce Based on food prices for June 14, 1951. 
d Based on food prices for July 16, 1951. 


{Based on food prices for Nov. 14, 1951 


As shown in the accompanying chart, a number of 
areas in New England and the Southeastern and 
Southwestern regions report labor surpluses. Also 
Detroit and Flint, two important automobile produc- 
tion centers, fall into the latter category. 


HIRINGS, QUITS AND LAYOFFS 


The rate at which factory workers were laid off in 
November was one of the highest in the past decade, 
according to preliminary estimates of the Department 
of Labor. Increased layoffs over the past five months 
have reflected cutbacks in output of a number of 
civilian goods either because of a slackening in de- 
mand or of curtailment in the use of scarce materials. 

A high level of employment continues, however, 
indicating that some workers were recalled and many 


others found new employment. Layoffs in November 


were at a peak for the postwar period in the plants 
producing textiles, apparel, paper and clay and glass 
products. Except for 1949, factory hiring in Novem- 
ber established a November low for more than a 
decade. 


Paut W. Dickson 
Statistical Division 


Business Book Shelf 


Company Giving Through Foundations—The upward 
trend of corporate taxes has caused companies to look 
into the advantages of establishing their own foundations. 


Many examples are given of how individual companies 
are using their philanthropic funds. The certificate of 
incorporation and by-laws of one of them are reproduced.— 
The Conference Board Management Record, January, 1952, 
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